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A BILL TO BE ENTITLED

AN ACT
relating to the authorization, administration, and funding of the
program to provide financial assistance for the construction,
acquisition, or improvement of water supply and sewer services for
economically distressed areas.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 15.407(a), Water Code, 1is amended to
read as follows:

(a) In this section, "economically distressed area" and
"political subdivision" have the meanings assigned by Section
17.921 [16-341ofthis—ceode].

SECTION 2. Section 16.341, Water Code, 1is amended by
amending Subdivisions (1) and (2) and adding Subdivisions (l-a) and
(2-a) to read as follows:

(1) "Affected county" means a border or non-border

county [+

(LA} 1 ] : . ]
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(1-a) "Border county" has the meaning assigned by

Section 17.921.

(2) "Economically distressed area" has the meaning

assigned by Section 17.921 [means—anarea—inwhichs

needst+—and

[ bliched ¥ o b divicd
locatedonJune-1,—1080 as-determinedbythebeard].

(2-a) "Non-border county" has the meaning assigned by

Section 17.921.

SECTION 3. Sections 16.343(b) and (c), Water Code, are
amended to read as follows:
(b) The model rules must:

(1) assure that adequate drinking water is available
to the residential areas in accordance with Chapter 341, Health and
Safety Code, and the Rules and Regulations for Public Water Systems
and the Drinking Water Standards Governing Water Quality and
Reporting Requirements for Public Water Supply Systems adopted by
the Department of State Health Services [Texas-Beard-efHealth] and

other law and rules applicable to drinking water; [and]

(2) for border counties, provide criteria applicable

to tracts that were divided into two or more parts to lay out a

subdivision and were not platted or recorded before September 1,

79R2637 RMB-D 2
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1989; and

(3) for non-border counties, provide criteria

applicable to tracts that were divided into two or more parts to lay

out a subdivision and were not platted or recorded before September

1, 2005.
(c) The model rules must:

(1) assure that adequate sewer facilities are
available to the residential areas through either septic tanks or
an organized sewage disposal system that is a publicly or privately
owned system for the collection, treatment, and disposal of sewage
operated in accordance with the terms and conditions of a valid
waste discharge permit issued by the commission oxr private sewage
facilities in accordance with Chapter 366, Health and Safety Code,
and the Construction Standards for On-Site Sewerage Facilities
adopted by the commission and other law and rules applicable to
sewage facilities; [arnd]

(2) for border counties, provide criteria applicable

to tracts that were divided into two or more parts to lay out a
subdivision and were not platted or recorded before September l,>
1989; and

(3) for non-border counties, provide criteria

applicable to tracts that were divided into two or more parts to lay

out a subdivision and were not platted or recorded before September

1, 2005.
SECTION 4. Subchapter C, Chapter 17, Water Code, is amended
by adding Section 17.087 to read as follows:

Sec. 17.087. RETAIL WATER AND SEWER UTILITY SERVICE FEES.

79R2637 RMB-D 3
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(a) In this section, "retail public utility" and "retail water or

sewer utility service" have the meanings assigned by Section

13.002.

(b) Each retail public utility shall collect from each

customer to whom the utility provides retail water or sewer utility

service a fee in an amount determined by the commission. The fee

may not exceed two cents for each day service is provided.

(c) The fee may be listed on the customer's bill as a

separate item and shall be collected in addition to other charges

for utility services.

(d) The commission by rule:

(1) shall establish the amount of the fee; and

(2) may establish:

(A) the due date for the fee;

(B) the procedures for collecting the fee; and

(C) apenalty for late payment of the fee.

(e) The executive director shall collect the fees from the

retail public utilities.

(f) Fees collected under this section shall be deposited to

the credit of the economically distressed areas clearance fund.

SECTION 5. Section 17.921, Water Code, is amended by
amending Subdivision (1) and adding Subdivisions (6), (7), and (8)
to read as follows:

(1) "Economically distressed area" means an area ini

(A) a border county in which:

(i) [4&)+] water supply or sewer sexrvices

are inadequate to meet minimal needs of residential users as

79R2637 RMB-D 4
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defined by board rules;

(ii) [4B+] financial resources are
inadequate to provide water supply or sewer services that will
satisfy those needs; and

(iii) [4<3+] an established residential

subdivision was located on June 1, 1989, as determined by the board;

(B) a non-border county in which:

(i) water supply or sewer services are

inadequate to meet minimal needs of residential users as defined by

board rules;

(ii) financial resources are inadequate to

provide water supply or sewer services that will satisfy those

needs; and

(iii) an established residential

subdivision was located on June 1, 2005, as determined by the board.

(6) "Border county" means a county that is located

adjacent to an international border or a county any part of which is

within 62 miles of an international border.

(7) "Non-border county" means a county that is not a

border county.

(8) "Economically distressed areas account" means the

economically distressed areas account 1in the Texas Water

Development Fund or the economically distressed areas program

account in the Texas Water Development Fund II.

SECTION 6. Section 17.922(b), Water Code, is amended to

read as follows:

79R2637 RMB-D 5
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(b) To the extent practicable, the board shall use the funds
in the economically distressed areas account in conjunction with
the other financial assistance available through the board to
encourage the use of cost-effective water supply and wastewater
systems, including regional systems, to maximize the long-term
economic development of counties eligible for financial assistance
under the economically distressed areas program. Any savings
derived from the construction of a regional system that includes or
serves an economically distressed area project shall be factored
into the board's determination of financial assistance for the
economically distressed area 1in a manner that assures the
economically distressed area receives appropriate benefits from
the savings. In no event shall financial assistance provided from
the economically distressed areas account be used to provide water
supply or wastewater service to any area that is not [defined-as] an
economically distressed area [pursuant—te—Seection 17/-921{1}{A)—-of
this-—ecode] .

SECTION 7. Sections 17.927(b), (c), and (d), Water Code,
are amended to read as follows:

(b) The application and plan must include:

(1) the name of the political subdivision and its

principal officers [comptywith-beoard-reguirements];

(2) a citation of the law under which the political

subdivision was created and operates [desecxribe—in-detail-themethod

(3) a project plan, prepared and certified by an

79R2637 RMB-D 6



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

engineer registered to practice in this state, that must:

(A) describe the proposed planning, design, and

construction activities necessary to provide water supply and sewer

serxvices that meet minimum state standards; and

(B) identify the households to which the water

supply and sewer services will be provided [desexibe—themethodfor

(4) [dmelude] a budget that estimates the total cost

of providing water supply and sewer services to the economically
distressed area and a proposed schedule and method for repayment of
financial assistance consistent with board rules and guidelines;

(5) a description of the [deseribe] existing water

supply and sewer facilities 1located in the [ecoromically
distressed] area to be served by the proposed project, including a
statement [apdinclude—with-the-deseriptions
[A)—the—countymap—reguiredby-Section—366-036
Health and Safety Coderox
[{B)>—a—document] prepared and certified by an

engineer registered to practice in this state that the facilities

do not meet minimum state standards [desexribingthe—plan—Ffor

(6) documentation [ provide—proof] that the

appropriate political subdivision has adopted the model rules
developed under Section 16.343 [efthisecedel];

(7) [+melwde] information identifying the median

79R2637 RMB~D 7
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household income for the area to be served by the proposed project

(8) the total amount of assistance requested from the

economically distressed areas account [dneludean-estimate of +the

79R2637 RMB-D 8
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(416 nelud ] nf . . 1] ]
board] .

(c) Before the board approves the application or provides

any funds under an application, it shall require an applicant to

adopt a program of water conservation for the more effective use of

water that meets the criteria established under Section 17.125. [FE

(d) Before considering an application, the board may

reqguire the applicant to:

(1) meet with the board to review the applicant's

managerial, financial, and technical capabilities to operate the

system for which assistance is being requested;

79R2637 RMB-D 9
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(2) provide a written determination by the commission

on the applicant's managerial, financial, and technical

capabilities to operate the system for which assistance is being

requested;

(3) reguest that the comptroller perform a financial

management review of the applicant and, if the review is performed,

provide the board with the results of the review; or

(4) provide any other information required by the

board or the executive administrator. [In—an—application—to—the

SECTION 8. Section 17.929, Water Code, is amended to read as

follows:

Sec. 17.929. CONSIDERATIONS IN PASSING ON APPLICATION. (a)

79R2637 RMB-D 10
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In passing on an application for financial assistance, the board
shall consider:

(1) the need of the economically distressed area to be
served by the water supply and sewer services in relation to the
need of other ©political subdivisions requiring financial
assistance under this subchapter and the relative costs and
benefits of all applications;

(2) the availability to the area to be served by the

project of revenue or financial assistance from alternative sources

for the payment of the cost of the proposed project [effortsby—the

[£53] the financing of the proposed water supply and

sewer project including consideration of:

(A) the budget and repayment schedule submitted
under Section 17.927(b) (4) [ef—this—eede];

(B) other items included in the application
relating to financing; and |

(C) other financial information and data

available to the board;

[ {6 —whether—the applicant—has—proposecd—methods—For

79R2637 RMB-D 11
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(4) [473>] whether the county and other appropriate

political subdivisions have [has] adopted model rules pursuant to

Section 16.343 [ef£hisecode] and the manner of enforcement of model
rules;

(48 he £ i1 : . : g

finanecialassistancewitlcomprisesr] and

(5) [4¥83] the feasibility of achieving cost savings
by providing a regional facility for water supply or wastewater
service and the feasibility of financing the facility by using
funds from the economically distressed areas account or any other
financial assistance.

(b) At the time an application for financial assistance is

considered, the board also must find that the area to be served by a

proposed project has a median household income that is not greater

than 75 percent of the median state household income [araverage—per
. . ] . 1 o Lol ] ]
for the most recent year [£hree—consecutive—years] for which

statistics are available.

SECTION 9. Section 17.930(b), Water Code, is amended to

read as follows:

79R2637 RMB-D 12



10
11
12
13
14
15
16
17
18

19

20 .

21
22
23
24
25
26

27

(b) After making the considerations provided by Section
17.929 [ef£<+his—<ede], the board by resolution shall:

(1) approve the plan and application as submitted;

(2) approve the plan and application subject to the
requirements identified by the board or commission for the
applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements,
including training wunder Subchapter M, the board considers
appropriate;

(3) deny the application and identify the requirements
or remedial steps the applicant must complete before the applicant
may be reconsidered for financial assistance;

(4) if the board finds that the applicant will be
unable to obtain the managerial, financial, or technical
capabilities to build and operate a system, deny the application
and issue a determination that a service provider other than the
applicant is necessary or appropriate to undertake the proposed
project; or

(5) deny the application.

SECTION 10. Sections 17.933(a) and (c), Water Code, are
amended to read as follows:

(a) The board may use money in the economically distressed
areas account to provide financial assistance to a political

subdivision [+e—be—xepaid] in the form of a loan, including a loan

with zero interest, grant, or other type of financial assistance to

be determined [—mannexr—and—time—provided] by the board [rules—and

79R2637 RMB-D 13
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taking into consideration the information provided by Section
17.927(b) (7) [ef—this—ecede].

(c) The total amount of financial assistance provided by the
board to political subdivisions wunder this subchapter from
state-issued bonds for which repayment is not required may not
exceed at any time 90 percent of the total principal amount of
issued and unissued bonds authorized under Article III, Sections

[Seetdion] 49-d-7 and 49-d-10, of the Texas Constitution, for

purposes of this subchapter plus outstanding interest on those
bonds.
SECTION 11. Section 17.936(c), Water Code, is amended to
read as follows:
(c) This section applies only to property located in:
(1) the unincorporated area of a border orvnon—bordex
[an-affected] countyl[r—asdefined by Section16-341]; and

(2) an economically distressed areal|r—as—defined—Db¥y
Seectionte341].

SECTION 12. Section 17.993(a), Water Code, is amended to
read as follows:
(a) The commission or the board may evaluate whether an
operating entity needs training if the operating entity:
(1) 1zrequests financial assistance or an amendment to

the project plan or budget [edditienal—Ffunding];

(2) requests more time to meet its obligations under a

repayment schedule;
(3) does not provide required documentation; or

(4) has a history of compliance problems, as

79R2637 RMB-D : 14
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determined by the commission.

SECTION 13. Sections 15.407(i), 16.343(f), 17.923, 17.924,
17.925, 17.926, and 17.933(g), Water Code, are repealed.

SECTION 14. The changes in law made by this Act apply only
to an application for financial assistance made on or after the
effective date of this Act. An application for financial
assistance made before the effective date of this Act is governed by
the law in effect on the date the application is made, and the
former law is continued in effect for that purpose.

SECTION 15. (a) The Texas Commission on Environmental
Quality shall adopt rules to implement Section 17.087, Water Code,
as added by this Act, not later than March 1, 2006.

(b) The fee required by Section 17.087, Water Code, as added
by this Act, applies to retail water or sewer utility service
provided on or after Aprii 1, 2006.

SECTION 16. This Act takes effect on the date on which the
consfitutional amendment proposed by the 79th Legislature, Regular
Session, 2005, providing for the issuance of additional general
obligation bonds by the Texas Water Development Board in an amount
not to exceed $500 million to provide assistance to economically
distressed areas, takes effect. If that amendment is not approved

by the voters, this Act has no effect.

79R2637 RMB-D 15



BILL ANALYSIS

Senate Research Center S.B. 964
79R2637 RMB-D By: Lucio
International Relations and Trade

4/12/2005

As Filed

AUTHOR'S/SPONSOR'S STATEMENT OF INTENT

The 71st Legislature, Regular Session, 1989, passed S.B. 2, which was the state's first major
attempt to address the problems associated with colonias. S.B. 2 established the Economically
Distressed Areas Program (EDAP) which provided financial assistance in the form of grants and
loans for water and wastewater service to economically distressed areas. Under the bill, the
Texas Water Development Board (board) was made the EDAP administrator. S.B. 2 directed the
board to develop model rules to assure water and sewer services to residential developments and
to strengthen platting requirements. Under EDAP, counties or municipalities would be required
to adopt the model rules to become eligible for state financial assistance for water and
wastewater projects.

While discussing S.B. 2, the office of the attorney general has reported that "incidentally, a basic
policy underlying the legislation was that the state would spend millions of dollars to address
water and sewer infrastructure needs in existing colonias, but there would be strict laws and rules
to prevent new colonias (and costly remediation) from happening."

EDAP was financed in the early 1990s through voter-approved constitutional amendments that
authorized the board to issue up to $250 million in general obligation EDAP bonds. Currently,
only a fraction of this bonding authority is left to address the remaining water and wastewater
needs of approximately $785 million in currently-existing traditional EDAP communities.

As proposed, S.B. 964 continues the built-in provisions of EDAP's original eligibility
requirements to prevent future substandard colonia-like developments in different parts of the
state. S.B. 964 extends EDAP statewide to address traditional EDAP communities' and non
EDAP communities' water and wastewater needs by providing the board new bonding authority,
contingent on voter approval, of up to $500 million.

RULEMAKING AUTHORITY

Rulemaking authority is expressly granted to the Texas Commission on Environmental Quality
in SECTION 4 (Section 17.087, Water Code) of this bill.

Rulemaking authority previously granted to the Texas Water Development Board is modified in
SECTION 3 (Section 16.343, Water Code) of this bill.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 15.407(a), Water Code, to redefine "economically distressed
area" and "political subdivision."

SECTION 2. Amends Section 16.341, Water Code, by amending Subdivisions (1) and (2) and
adding Subdivisions (1-a) and (2-a), to redefine "affected county” and "economically distressed
area" and to define "border county" and "non-border county."

SECTION 3. Amends Sections 16.343(b) and (c), Water Code, as follows:

(b) Requires the model rules [adopted by the Texas Water Development Board (board)]
to assure that drinking water is available to residential areas in accordance with certain
rules and regulations adopted by the Department of State Health Services, rather than the
Texas Board of Health. Requires the model rules to provide certain criteria applicable to

SRC-JGS S.B. 964 79(R) Page 1 of 3



certain tracts specifically for both border counties and nonrborder counties, rather than
for all counties.

(c) Makes conforming and nonsubstantive changes.

SECTION 4. Amends Subchapter C, Chapter 17, Water Code, by adding Section 17.087, as
follows:

Sec. 17.087. RETAIL WATER AND SEWER UTILITY SERVICE FEES. (a) Defines
"retail public utility" and "retail water or sewer utility service."”

(b) Requires each retail public utility to collect from each customer to whom the
utility provides retail water or sewer utility service a fee in an amount determined
by the Texas Commission on Environmental Quality (commission). Sets a cap on
the fee.

(c) Sets forth how the fee may be listed on the bill. Requires the fee to be
collected in addition to other charges for utility service.

(d) Requires the commission, by rule, to establish the amount of the fee.
Authorizes the commission, by rule, to establish the due date of the fee, the
procedures for collection, and the penalty for late payment.

(e) Requires the executive director of the commission to collect the fees from the
retail public utilities. '

(f) Requires fees collected under this section to be deposited to the credit of the
economically distressed areas clearance fund.

SECTION 5. Amends Section 17.921, Water Code, by amending Subdivision (1) and adding
Subdivisions (6), (7), and (8), to redefine "economically distressed area" and define "border

county," "non-border county," and "economically distressed areas account.”

SECTION 6. Amends Section 17.922(b), Water Code, to prohibit certain financial assistance to
be used to provide certain services to any area that is not an economically distressed area, rather
than any area not defined as an economically distressed area pursuant to Section 17.921(1)(A) of
this code.

SECTION 7. Amends Sections 17.927(b), (¢), and (d), Water Code, as follows:

(b) Requires an application and plan [submitted by a political subdivision to the board for
financial assistance] to include certain information, and deletes references to other
required information. Makes nonsubstantive changes.

(c) Requires the board, before it approves the application or provides funds, to require an
applicant to adopt a certain water conservation program. Deletes the reference to certain
applicants including proof with the application of county or municipality consent.

(d) Authorizes the board, before considering an application, to require the applicant to
meet with the board, provide certain information, and request a financial review of the
applicant. Deletes the reference to certain other information an applicant must include in
an application for financial assistance.

SECTION 8. Amends Section 17.929, Water Code, as follows:

(a) Sets forth a new element the board is required to consider in passing on an application
for financial assistance, and deletes other elements the board was required to consider.
Makes nonsubstantive changes.

{(b) Requires the board to find that the area to be served by the proposed project has a
median house hold income that is not greater than 75 percent of the median state

SRC-JGS S.B. 964 79(R) Page 2 of 3



household income for the most recent year for which statistics are available, rather than
an average per capita income that is at least 25 percent below the state average for the
most recent three consecutive years for which statistics are available.

SECTION 9. Amends Section 17.930(b), Water Code, to require the board by resolution, among
other options, to approve the plan and application subject to certain requirements identified by
the board or commission, rather than by the commission, for the applicant to obtain. Makes a
nonsubstantive change.

SECTION 10. Amends Sections 17.933(a) and (c), Water Code, as follows:

(a) Authorizes the board to use money in the economically distressed areas account to
provide financial assistance to a political subdivision in the form of a loan, grant, or other
type of financial assistance to be determined by the board, rather than to a political
subdivision to be repaid in the form, manner, and time provided by board rules and the
agreement between the board and political subdivision. Makes a nonsubstantive change.

(¢) Provides that the total amount of financial assistance from state-issued bonds for
which repayment is not required may not exceed 90 percent of the total principal amount
of issued and unissued bonds authorized under Article 111, Sections 49-d-7 and 49-d-10,
rather than Section 49-d-7, of the Texas Constitution.

SECTION 11. Amends Section 17.936(c), Water Code, to apply this section only to property
located in the unincorporated area of a border or nonborder county, rather than an affected
county. Makes conforming changes.

SECTION 12. Amends Section 17.993(a), Water Code, to authorize the commission or the
board to evaluate whether an operating entity needs training if the operating entity requests
financial assistance @ an amendment to the project plan or budget, rather than additional
funding.

SECTION 13. Repealer: Sections 15.407(i) (relating to continued eligibility for funds after a
county has an increase in per capita income or a decrease in unemployment), 16.343(f)
(providing that only an affected county may adopt the model rules), 17.923 (County Eligibility
for Financial Assistance), 17.924 (Municipality Eligible for Financial Assistance), 17.925
(Districts and Nonprofit Water Supply Corporations Eligible for Financial Assistance), 17.926
(Applicants' Continued Eligibility), and 17.933(g) (relating to the cap on the amount of financial
assistance for which repayment is not required), Water Code.

SECTION 14. Makes application of this Act prospective.

SECTION 15. Requires the commission to adopt rules to implement Section 17.087, Water
Code, as added by this Act, not later than March 1, 2006. Makes application of the fee required
by Section 17.087, Water Code, as added by this Act, prospective to April 1, 2006.

SECTION 16. Effective date: upon approval by the voters of the constitutional amendment
proposed by the 79th Legislature, Regular Session, 2005, providing for the issuance of additional
general obligation bonds by the Texas Water Development Board in an amount not to exceed
$500 million to provide assistance to economically distressed areas. Makes application of this
Act contingent upon approval by the voters of the amendment.

SRC-JGS S.B. 964 79(R) Page 3 of 3
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‘By: Lucio S.B. No. 964

(In the Senate - Filed March 3, 2005; March 14, 2005, read
first time and referred to Committee on Natural Resources; March
16, 2005, rereferred to Committee on International Relations and
Trade; April 18, 2005, reported adversely, with favorable
Committee Substitute by the following vote: Yeas 5, Nays 1;
April 18, 2005, sent to printer.)

COMMITTEE SUBSTITUTE FOR S.B. No. 964 By: Lucio

A BILL TO BE ENTITLED
AN ACT

relating to the authorization, administration, and funding of the
program to provide financial assistance for the construction,
acquisition, or improvement of water supply and sewer services for
economically distressed areas.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Subsection (a), Section 15.407, Water Code, is
amended to read as follows:

(a) In this section, "economically distressed area" and
"political subdivision" have the meanings assigned by Section
17.921 [+6-341-of—thic—ecode].

SECTION 2. Section 15.973, Water Code, is amended to read as
follows:

Sec. 15.973. WATER INFRASTRUCTURE FUND. (a) The water
infrastructure fund is a special fund in the state treasury to be
administered by the board under this subchapter and rules adopted
by the board under this subchapter. Money in the fund may be used to
pay for the implementation of water projects recommended through
the state and regional water planning processes under this
subchapter and Sections 16.051 and 16.053 and for other uses
authorized by this subchapter.

(b) The fund consists of:

(1) appropriations from the legislature;

(2) money from the retail water and sewer utility
service fee under Section 17.087;

(3) any other fees or sources of revenue that the

legislature may dedicate for deposit to the fund;

(4) [43)>] repayments of loans made from the fund;

(5) [44)] interest earned on money credited to the
fund;

(6) [453] depository interest allocable to the fund;

(7) [46>] money from gifts, grants, or donations to
the fund;

(8) [+#] money from revenue bonds or other sources

designated by the board; and
(9) [48)+] proceeds from the sale of political

subdivision bonds or obligations held in the fund and not otherwise
pledged to the discharge, repayment, or redemption of revenue bonds
or other bonds, the proceeds of which were placed in the fund.

SECTION 3. Section 15.974, Water Code, is amended by adding
Subsection (d) to read as follows:

(d) Money deposited in the fund under Section 15.973(b) (2)
may be transferred by the board only to the following accounts or
funds:

(1) the economically distressed areas program account
of the Texas Water Development Fund II authorized by Section
49-d-8, Article III, Texas Constitution, and Subchapter L, Chapter
17 of this code, to be used for the purposes authorized by law;

(2) the water assistance fund authorized by Subchapter
B, to be used for the purposes authorized by Section 15.407; and

(3) the general revenue fund in amounts as directed by
legislative appropriation to be used for:

(A) the administrative costs of the board in
administering the economically distressed areas program under

Ve



C.S.S.B. No. 964
Subchapter K, Chapter 17, including the provision of training under
Subchapter M, Chaptex 17; and
(B) the administrative costs of the commission in
collecting the retail water and sewer utility service fee underx
Section 17.087.

SECTION 4. Section 16.341, Water Code, 1is amended by
amending Subdivisions (1) and (2) and adding Subdivisions (1-a) and
(2-a) to read as follows:

(1) "Affected county" means a border or nonborder
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county [+
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2

2

2

2

2

2

2

2

2-18 bexdex].

2-19 (1-a) "Border county" has the meaning assigned by
2-20 Section 17.921.

2-21 (2) "Economically distressed area" has the meaning
2-22 assigned by Section 17.921 [means—anarea—in-whichs
2
2
2
2
2
2
2
2
2
2
2
2

-24

-25

-26

-27

-28

-29

-30 located-—on—dJune—1,—1989,as-determinedby—the-boaxrd].

-31 (2-a) "Nonborder county" has the meaning assigned by
-32 Section 17.921.

-33 SECTION 5. Subsections (b) and (c), Section 16.343, Water
-34 Code, are amended to read as follows:

2-35 (b) The model rules must:

2-36 (1) assure that adequate drinking water is available

2-37 to the residential areas in accordance with Chapter 341, Health and
2-38 Safety Code, and the Rules and Regulations for Public Water Systems
2-39 and the Drinking Water Standards Governing Water Quality and
2-40 Reporting Requirements for Public Water Supply Systems adopted by
2-41 the commission [ZTexas—Reard—ef—Heatth] and other law and rules
2-42 applicable to drinking water; [anéd]

2-43 (2) for border counties, provide criteria applicable
2-44 to tracts that were divided into two or more parts to lay out a
2-45 subdivision and were not platted or recorded before September 1,
2-46 1989; an o . - —-
2=-47 - (3) for nonborder counties, provide criteria |
2-48 ' applicable to tracts that were divided into two or more parts to lay
2-49 | out a subdivision and were not platted or recorded before
2-50 | September 1, 2005. ] - )
2-51 (c) The model rules must: ST T T
2-52 (1) assure that adequate sewer facilities are
2-53 available to the residential areas through either septic tanks or
2-54 an organized sewage disposal system that is a publicly or privately
2-55 owned system for the collection, treatment, and disposal of sewage
2-56 operated in accordance with the terms and conditions of a valid
2-57 waste discharge permit issued by the commission or private sewage
2-58 facilities in accordance with Chapter 366, Health and Safety Code,
2-59 and the Construction Standards for On-Site Sewerage Facilities
2-60 adopted by the commission and other law and rules applicable to
2-61 sewage facilities; [and]

2-62 (2) for border counties, provide criteria applicable
2-63 to tracts that were divided into two or more parts to lay out a
2-64 subdivision and were not platted or recorded before September 1,
2-65 1989; and

2-66 (3) for nonborder counties, provide criteria
2-67 applicable to tracts that were divided into two or more parts to lay
2-68 out a subdivision and were not platted or recorded before September
2-69 1, 2005.
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SECTION 6. Section 17.0112, Water Code, is amended to read
as follows:

Sec. 17.0112. AUTHORIZATION OF CERTAIN BONDS FOR FINANCIAL
ASSISTANCE. (a) The board may issue not more than $25 million in
bonds dedicated under Section 17.0111 of this code and may issue not
more than $50 million in bonds authorized under Section 49-d-10,
Article III, Texas Constitution, during a fiscal year to provide
financial assistance for water supply and sewer services as
provided under Subchapter K of this chapter.

(b) On request of the board, the bond review board by
resolution may waive during any state fiscal year the limits
[T4mit] provided by Subsection (a) [ef—this—seetien] and authorize
the board to issue an additional amount of bonds if the bond review
board finds that the amount of bonds authorized for that state
fiscal year has been exhausted or there is not a sufficient amount
of bonds to meet needs of the program during the state fiscal year
and that the public health and safety require immediate
authorization of additional bonds. Before the bond review board
adopts such a resolution, it shall give notice and hold a hearing to
determine whether the limits should be waived and the authorization
given.

SECTION 7. Subchapter C, Chapter 17, Water Code, is amended
by adding Section 17.087 to read as follows:

Sec. 17.087. RETAIL WATER AND SEWER UTILITY SERVICE FEES.
(a) In this section, "retail public utility" and "retail water orx
sewer utility service" have the meanings assigned by Section
13.002.

(b) Each retail public utility shall collect from each
household to which the utility provides retail water or sewer
utility service a fee in an amount determined by the commission.
The fee may not exceed two cents for each day water or sewer service
or both are provided.

(c) ©Not later than January 1 of each year, the board shall
report to the commission:

(1) the amount anticipated to be necessary to service,
for the next state fiscal year, the debt for the bonds issued or to
be issued under Section 49-d-10, Article III, Texas Constitution;
and

(2) the anticipated cost, for the next state fiscal
vear, of facility engineering in economically distressed areas
under Section 15.407.

(d) Not later than March 1 of each year, the commission by
rule shall establish the fee at an amount that the commission
reasonably anticipates will generate an amount of money sufficient
to pay the amount:

(1) anticipated by the board under Subsection (c) (1)
to be necessary to service for the next state fiscal year the debt
for bonds issued or to be issued under Section 49-d-10, Article III,
Texas Constitution;

(2) anticipated by the board under Subsection (c)(2)
to be necessary for facility engineering in economically distressed
areas under Section 15.407 for the next state fiscal year;

(3) appropriated by the legislature for the
administrative costs of the board in administering the economically
distressed areas program under Subchapter K, including the cost of
providing training undex Subchapter M; and

(4) appropriated by the legislature for the
administrative costs of the commission in collecting the fee.

(e) The fee may be listed on the household's bill as a
separate item and shall be collected in addition to other charges
for utility services.

(f) The commission by rule may establish:

(1) the due date for the fee;

(2) the procedures for collecting the fee; and

(3) a penalty for late payment of the fee.

(g) The executive director shall collect the fee from the
retail public utilities.

(h) Fees collected under this section shall be deposited to
the credit of the water infrastructure fund.

ve
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SECTION 8. Section 17.921, Water Code, is amended by
amending Subdivision (1) and adding Subdivisions (6), (7), and (8)
to read as follows:
(1) "Economically distressed area" means an area in:
(A) a border county in which:

(i) [4&r] water supply or sewer services
are inadequate to meet minimal needs of residential users as
defined by board rules;

(ii) [4®3] financial resources are
inadequate to provide water supply or sewer services that will
satisfy those needs; and

(iii) [4=+] an established residential
subdivision was located on June 1, 1989, as determined by the board;
oY

(B) a nonbordexr county in which:
(i) water supply or sewer services are
inadequate to meet minimal needs of residential users as defined by
board rules;

(ii) financial resources are inadequate to
provide water supply or sewer services that will satisfy those
needs; and

(iii) an established residential

subdivision was located on June 1, 2005, as determined by the board.

(6) "Border county" means a county that 1s located

adjacent to an international border or a county any part of which is
within 62 miles of an international border.

(7) "Nonborder county" means a county that is not a
border county.
(8) "Economically distressed areas account" means the

economically distressed areas account 1in the Texas Water
Development Fund or the economically distressed areas program
account in the Texas Water Development Fund II.

SECTION 9. Section 17.922, Water Code, is amended to read as
follows:

Sec. 17.922. FINANCIAL ASSISTANCE. (a) The economically
distressed areas account may be used by the board to provide
financial assistance to political subdivisions for the
construction, acquisition, or improvement of water supply and sewer
services, including providing funds from the account for the
state's participation in federal programs that provide assistance
to political subdivisions. The board may provide assistance to
political subdivisions in:

(1) Dborder counties in an amount not to exceed the sum

of:

(A) the proceeds of the sale of bonds authorized
by Section 49-d-8, Article III, Texas Constitution, and the
interest earned on those proceeds;

(B) $250 million of the proceeds of the sale of
bonds authorized by Section 49-d-10, Article III, Texas
Constitution, and the interest earned on those proceeds; and

(C) any other funds deposited in the account; and

(2) nonborder counties in an amount not to exceed the

sum of:

(A) $250 million of the proceeds of the sale of
bonds authorized by Section 49-d-10, Article III, Texas
Constitution, and the interest earned on those proceeds; and

(B) any other funds deposited in the account
after September 1, 2005.

(b) To the extent practicable, the board shall use the funds
in the economically distressed areas account in conjunction with
the other financial assistance available through the board to
encourage the use of cost-effective water supply and wastewater
systems, including regional systems, to maximize the long-term
economic development of counties eligible for financial assistance
under the economically distressed areas program. Any savings
derived from the construction of a regional system that includes orx
serves an economically distressed area project shall be factored
into the board's determination of financial assistance for the
economically distressed area in a manner that assures the
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economically distressed area receives appropriate benefits from
the savings. In no event shall financial assistance provided from
the economically distressed areas account be used to provide water
supply or wastewater service to any area that is not [definedas] an
economically distressed area [pursuant te Seection—17-921{I){(A)—-of
his—ecode].

SECTION 10. Subsections (b), (c), and (d), Section 17.927,
Water Code, are amended to read as follows:
(b) The application and plan must include:
(1) the name of the political subdivision and its
principal officers [cemptywith beoard reguirements]);
(2) a citation of the law under which the political

subd1v151on was created and operates [desexibe—dn-detailthe-method

(3) a project plan, prepared and certified by an
engineer registered to practice in this state, that must:

(A) describe the proposed planning, design, and
construction activities necessary to provide water supply and sewer
services that meet minimum state standards; and

(B) 1identify the households to which the water
supply and sewer serv1ces will be provided |desexribe—the—method-£fox

(4) [&aeéaée] a budget that estlmates the total cost
of providing water supply and sewer services to the economically
distressed area and a proposed schedule and method for repayment of
financial assistance consistent with board rules and guidelines;

(5) a description of the [desexribe] existing water

supply and sewer facilities 1located in the [econemically
&istressed] area to be served by the proposed project, including a

statement [ané—*ae4aée~w&th4ﬂu+éese*&§t&en*

(A —the—countymap—reguiredby-—Seection—366-036+
Health and Safety Codeyror

[{B)>——=a—deecument] prepared and certified by an
engineer reglstered to practice in this state that the facilities
do not meet minimum state standards [deseribing—the—pian—Ffor
providing—water—Suppty—and—Ssewer—services—to—the—economicatly
distressedareal ;

(6) documentation [ provide———proof] that the
appropriate political subdivision has adopted the model rules
developed under Section 16.343 [ef+thics——<cede];

(7) [dnelude] information identifying the median

household 1ncome for the area to be served by the proposed progect

(8) the total amount of assistance requested from the
economlcally dlstressed areas account [&neéuée—an—est&mate—eé—the

L4
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(c) Before the board approves the application or provides
any funds under an application, it shall require an applicant to
adopt a program of water conservation for the more effective use of
watex that meets the criteria established undex Section 17.125 [X£

ap—appreant—ics—a—district—or—ponprofit—water supply—ecorpoxrations
]

(d) Before considering an application, the board
require the applicant to:

(1) provide documentation to the executive
administrator sufficient to allow review of the applicant's
managerial, financial, and technical capabilities to operate the
system for which assistance is being requested;

(2) provide a written determination by the commission
on the applicant's managerial, financial, and technical
capabilities to operate the system for which assistance is being
requested;

(3) request that the comptroller perform a financial
management review of the applicant and, if the review is performed,
provide the board with the results of the review; orx

(4) provide any other information required by the

board or the executive administrator [Fr—an—appiicatien—te—the
; T = =3 . : ] . c

.may

[ +F—any-othex—information—theboardreguires).
SECTION 11. Section 17.929, Water Code, is amended to read
as follows: '
Sec. 17.929. CONSIDERATIONS IN PASSING ON APPLICATION.
(a) In passing on an application for financial assistance, the
board shall consider:

(1) the need of the economically distressed area to be
served by the water supply and sewer services in relation to the
need of other political subdivisions requiring financial
assistance under this subchapter and the relative costs and
benefits of all applications;

(2) the availability to the area to be served by the
project of revenue or financial assistance from alternative sources
for the payment of the cost of the proposed project [effortsbythe

ve
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s N Ay
political—subdivision—te—perform—contracte—fer—provading—wates
Supply—and s?uez servxeesy | .
 [H—+the—relationshipof-the-proposed waterSupplyand
TEWEF—SEFVIELS ;e n&?&m?n sfaée_sb??é?ﬁ§s ;ef.waée; Suppty—and

[45)] the financing of the proposed water supply and
sewer project including consideration of:
(A) the budget and repayment schedule submitted
under Section 17.927(b) (4) [ef£<his-cede];
(B) other items included in the application
relating to financing; and
(C) other financial information and data
available to the board;
(4) [46)—whether—the—applicant—hasproposed—methods
. . A . L
£e§ HREO¥POFAEIRG “abi* eensez{aéﬁgn ;gte che ?*e°*5*en of—watex
[+#-] whether the county and other appropriate
political subdivisions have [kas] adopted model rules pursuant to
Section 16.343 [ef+this—eede] and the manner of enforcement of model
rules;

] and

(5) [439)] the feasibility of achieving cost savings
by providing a regional facility for water supply or wastewater
service and the feasibility of financing the facility by using
funds from the economically distressed areas account or any other
financial assistance.

(b) At the time an application for financial assistance is
considered, the board also must find that the area to be served by a
proposed project has a median household income that is not greater
than 75 percent of the median state household income [an—average—pe¥

: 4 - ]
for the most recent year [+hree—consecutive—years] for which
statistics are available.

SECTION 12. Subsection (b), Section 17.930, Water Code, 1is
amended to read as follows:

(b) After making the considerations provided by Section
17.929 [ef+his—eode], the board by resolution shall:

(1) approve the plan and application as submitted;

(2) approve the plan and application subject to the
requirements identified by the board or commission for the
applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements,
including training under Subchapter M, the board considers
appropriate;

(3) deny the application and identify the requirements
or remedial steps the applicant must complete before the applicant
may be reconsidered for financial assistance;

(4) if the board finds that the applicant will be
unable to obtain the managerial, financial, oxr technical
capabilities to build and operate a system, deny the application
and issue a determination that a service provider other than the
applicant is necessary or appropriate to undertake the proposed
project; or

(5) deny the application.

SECTION 13. Subsections (a) and (c), Section 17.933, Water
Code, are amended to read as follows:

(a) The board may use money in the economically distressed
areas account to provide financial assistance to a political
subdivision [+e—be—+epaid] in the form of a loan, including a loan
with zero interest, grant, or other type of financial assistance to

be determlned[7—maaae¥7—aaé—%&me—p*ev&deé] by the board [*ﬁées—ané

taklng into con81deratlon the 1nformatlon prov1ded by Sectlon
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17.927(b) (7) [efthis—~ecede].

(c) The total amount of financial assistance provided by the
board to political subdivisions wunder this subchapter from
state-issued bonds for which repayment is not required may not
exceed at any time 90 percent of the total principal amount of
issued and unissued bonds authorized under Article III, Sections
[Seetion] 49-d-7 and 49-d-10, of the Texas Constitution, for
purposes of this subchapter plus outstanding interest on those
bonds.

SECTION 14. Subsection (c), Section 17.936, Water Code, is
amended to read as follows:

(c) This section applies only to property located in:

(1) the unincorporated area of a border or nonborder
[an—-affeected] county[+—as—definedby-Section—t6+34L+]; and
(2) an economically distressed areal[r—as—defined—b¥
Section—to-—341] .
SECTION 15. Section 17.952, Water Code, is amended to read
as follows:
Sec. 17.952. TISSUANCE OF WATER FINANCIAL ASSISTANCE BONDS.
The board by resolution may provide for the issuance of water
financial assistance bonds, which shall be general obligation bonds
of the state, in an aggregate principal amount not to exceed the
principal amount authorized to be issued by Section 49-d-8 or
49-d-10, Article III, Texas Constitution.
SECTION 16. Subsection (a), Section 17.993, Water Code, is
amended to read as follows:
(a) The commission or the board may evaluate whether an
operating entity needs training if the operating entity:
(1) requests financial assistance or an amendment to
the project plan or budget [additienal—funding];
(2) requests more time to meet its obligations under a
repayment schedule;
(3) does not provide required documentation; or
(4) has a history of compliance problems, as
determined by the commission.
SECTION 17. Section 232.071, Local Government Code, is
amended to read as follows:
Sec. 232.071. APPLICABILITY. This subchapter applies only
to the subdivision of land located:
(1) outside the corporate limits of a municipality;

and
(2) in a county:

(A) in which is located a political subdivision
that is eligible for and has applied for financial assistance under
Section 15.407, Water Code, or Subchapter K, Chapter 17, Water
Code; and

(B) to which Subchapter B does not apply.
SECTION 18. Subsection (i), Section 15.407, Subsection (f),
Section 16.343, Sections 17.923 through 17.926, and Subsection (g),
Section 17.933, Water Code, are repealed.

SECTION 19. The changes in law made by this Act apply only .

to an application for financial assistance pending or filed on or
after the effective date of this Act.

SECTION 20. (a) The Texas Commission on Environmental
Quality shall adopt rules to implement Section 17.087, Water Code,
as added by this Act, not later than March 1, 2006.

(b) The fee required by Section 17.087, Water Code, as added
by this Act, applies to retail water or sewer utility service
provided on or after April 1, 2006.

SECTION 21. This Act takes effect on the date on which the
constitutional amendment proposed by the 79th Legislature, Regular
Session, 2005, providing for the issuance of additional general
obligation bonds by the Texas Water Development Board in an amount
not to exceed $500 million to provide assistance to economically
distressed areas, takes effect. If that amendment is not approved
by the voters, this Act has no effect.

* % % % %
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Committee Report (Substituted)

AUTHOR'S/SPONSOR'S STATEMENT OF INTENT

The 71st Legislature, Regular Session, 1989, passed S.B. 2, which was the state's first major
attempt to address the problems associated with colonias. S.B. 2 established the Economically
Distressed Areas Program (EDAP) which provided financial assistance in the form of grants and
loans for water and wastewater service to economically distressed areas. Under the bill, the
Texas Water Development Board (board) was made the EDAP administrator. S.B. 2 directed the
board to develop model rules to assure water and sewer services to residential developments and
to strengthen platting requirements. Under EDAP, counties or municipalities would be required
to adopt the model rules to become eligible for state financial assistance for water and
wastewater projects.

While discussing S.B. 2, the office of the attorney general has reported that "incidentally, a basic
policy underlying the legislation was that the state would spend millions of dollars to address
water and sewer infrastructure needs in existing colonias, but there would be strict laws and rules
to prevent new colonias (and costly remediation) from happening."”

EDAP was financed in the early 1990s through voter-approved constitutional amendments that
authorized the board to issue up to $250 million in general obligation EDAP bonds. Currently,
only a fraction of this bonding authority is left to address the remaining water and wastewater
needs of approximately $785 million in currently-existing traditional EDAP communities.

C.S.S.B. 964 continues the built-in provisions of EDAP's original eligibility requirements to
prevent future substandard colonia-like developments in different parts of the state. C.S.S.B. 964
extends EDAP statewide to address traditional EDAP communities' and non-EDAP
communities' water and wastewater needs by providing the board new bonding authority,
contingent on voter approval, of up to $500 million.

RULEMAKING AUTHORITY

Rulemaking authority is expressly granted to the Texas Commission on Environmental Quality
in SECTION 7 (Section 17.087, Water Code) of this bill.

Rulemaking authority previously granted to the Texas Water Development Board is modified in
SECTION 5 (Section 16.343, Water Code) of this bill.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 15.407(a), Water Code, to redefine "economically distressed
area" and "political subdivision."”

SECTION 2. Amends Section 15.973, Water Code, to authorize money in the water
infrastructure fund (fund) to be used to pay for the implementation of water projects
recommended through the state and regional water planning processes under this subchapter, as
well as under Sections 16.051 and 16.053, and for other uses authorized by this subchapter.
Provides that the fund includes money from the retail water and sewer utility service fee under
Section 17.087. Makes nonsubstantive changes.

SECTION 3. Amends Section 15.974, Water Code, by adding Subsection (d), to authorize
money deposited in the fund from the retail water and sewer utility service fee under Section

SRC-JGS C.S.S.B. 964 79(R) Page 1 of 4



17.087 to be transferred by the Texas Water Development Board (board) only to certain
specified accounts or funds.

SECTION 4. Amends Section 16.341, Water Code, by amending Subdivisions (1) and (2) and
adding Subdivisions (1-a) and (2-a), to redefine "affected county" and "economically distressed
area" and to define "border county"” and "non-border county."

SECTION 5. Amends Sections 16.343(b) and (c), Water Code, as follows:

(b) Requires the model rules [adopted by the board] to assure that drinking water is
available to residential areas in accordance with certain rules and regulations adopted by
the Texas Commission on Environmental Quality (commission), rather than the Texas
Board of Health. Requires the model rules to provide certain criteria applicable to certain
tracts specifically for both border counties and non-border counties, rather than for all
counties.

(c) Makes conforming and nonsubstantive changes.

SECTION 6. Amends Section 17.0112, Water Code, to authorize the board to issue not more
than $50 million in bonds authorized under Section 49-d-10, Article III, Texas Constitution,
during a fiscal year to provide financial assistance for certain water supply and sewer services.
Makes conforming and nonsubstantive changes.

SECTION 7. Amends Subchapter C, Chapter 17, Water Code, by adding Section 17.087, as
follows:

Sec. 17.087. RETAIL WATER AND SEWER UTILITY SERVICE FEES. (a) Defines
"retail public utility" and "retail water or sewer utility service."

(b) Requires each retail public utility to collect from each household to which the
utility provides retail water or sewer utility service a fee in an amount determined
by the commission. Sets a cap on the fee.

(c) Requires the board to report to the commission, not later than January 1 of
each year, the amount anticipated to be necessary to service, for the next state
fiscal year, the debt for the bonds issued or to be issued under Section 49-d-10,
Texas Constitution, and the anticipated cost, for the next state fiscal year, of
facility engineering in economically distressed areas under Section 15.407 of this
code.

(d) Requires the commission, not later than March 1 of each year, to establish, by
rule, the fee at an amount that the commission reasonably anticipates will
generate an amount of money sufficient to pay certain costs.

(e) Authorizes the fee to be listed on the household's bill as a separate item.
Requires the fee to be collected in addition to other charges for utility service.

(f) Authorizes the commission, by rule, to establish the due date of the fee, the
procedures for collection, and the penalty for late payment.

(g) Requires the executive director of the commission to collect the fee from the
retail public utilities.

(h) Requires fees collected under this section to be deposited to the credit of the
water infrastructure fund.

SECTION 8. Amends Section 17.921, Water Code, by amending Subdivision (1) and adding

Subdivisions (6), (7), and (8), to redefine "economically distressed area" and define "border
county," "non-border county," and "economically distressed areas account."”
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SECTION 9. Amends Section 17.922, Water Code, to authorize the board to provide assistance
to political subdivisions in border and non-border counties, and provides for caps on the
assistance for the respective types of counties. Prohibits certain financial assistance to be used to
provide certain water services to any area that is not an economically distressed area, rather than
any area not defined as an economically distressed area pursuant to Section 17.921(1)(A) of this
code.

SECTION 10. Amends Sections 17.927(b), (c), and (d), Water Code, as follows:

(b) Requires an application and plan [submitted by a political subdivision to the board for
financial assistance] to include certain information, and deletes references to other
required information. Makes nonsubstantive changes.

(¢) Requires the board, before it approves the application or provides funds, to require an
applicant to adopt a certain water conservation program. Deletes the reference to certain
applicants including proof with the application of county or municipality consent.

(d) Authorizes the board, before considering an application, to require the applicant to
provide certain information and documentation, provide a written determination by the
commission on the applicant's capabilities to operate the system for which assistance is
being requested, and request a financial review of the applicant. Deletes existing text
relating to certain other information an applicant must include in an application for
financial assistance.

SECTION 11. Amends Section 17.929, Water Code, as follows:

(a) Sets forth a new element the board is required to consider in passing on an application
for financial assistance, and deletes other elements the board was required to consider.
Makes conforming and nonsubstantive changes.

(b) Requires the board to find that the area to be served by the proposed project has a
median house hold income that is not greater than 75 percent of the median state
household income for the most recent year for which statistics are available, rather than
an average per capita income that is at least 25 percent below the state average for the
most recent three consecutive years for which statistics are available.

SECTION 12. Amends Section 17.930(b), Water Code, to require the board by resolution,
among other options, to approve the plan and application subject to certain requirements
identified by the board or commission, rather than by the commission, for the applicant to obtain.
Makes a nonsubstantive change.

SECTION 13. Amends Sections 17.933(a) and (c), Water Code, as follows:

(a) Authorizes the board to use money in the economically distressed areas account to
provide financial assistance to a political subdivision in the form of a loan, grant, or other
type of financial assistance to be determined by the board, rather than to a political
subdivision to be repaid in the form, manner, and time provided by board rules and the
agreement between the board and political subdivision. Makes a nonsubstantive change.

(c) Provides that the total amount of financial assistance from state-issued bonds for
which repayment is not required may not exceed 90 percent of the total principal amount
of issued and unissued bonds authorized under Article III, Sections 49-d-7 and 49-d- 10,
rather than Section 49-d-7, of the Texas Constitution.

SECTION 14. Amends Section 17.936(c), Water Code, to apply this section only to property
located in the unincorporated area of a border or nonborder county, rather than an affected
county. Makes a conforming change.

SECTION 15. Amends Section 17.952, Water Code, to authorize the board by resolution to
provide for the issuance of water financial assistance bonds in an aggregate principal amount not
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to exceed the principal amount authorized to be issued by Section 49-d-8 or 49-d-10, rather than
just Section 49-d-8, Article III, Texas Constitution.

SECTION 16. Amends Section 17.993(a), Water Code, to authorize the commission or the
board to evaluate whether an operating entity needs training if the operating entity requests
financial assistance or an amendment to the project plan or budget, rather than additional
funding.

SECTION 17. Amends Section 232.071, Local Government Code, to provide that this
subchapter (County Planning Commission) applies to the subdivision of land located in a county
in which is located a political subdivision that is eligible for or has applied for financial
assistance under Section 15.407, Water Code, or Subchapter K (Assistance to Economically
Distressed Areas for Water Supply and Sewer Service Projects), Chapter 17, Water Code, rather
than in a county eligible for financial assistance under those provisions in the Water Code.

SECTION 18. Repealer: Sections 15.407(i) (relating to continued eligibility for funds after a
county has an increase in per capita income or a decrease in unemployment), 16.343(f)
(providing that only an affected county may adopt the model rules), 17.923 (County Eligibility
for Financial Assistance), 17.924 (Municipality Eligible for Financial Assistance), 17.925
(Districts and Nonprofit Water Supply Corporations Eligible for Financial Assistance), 17.926
(Applicants' Continued Eligibility), and 17.933(g) (relating to the cap on the amount of financial
assistance for which repayment is not required), Water Code.

SECTION 19. Makes application of this Act prospective to applications for financial assistance
pending or filed on or after the effective date of this Act.

SECTION 20. Requires the commission to adopt rules to implement Section 17.087, Water
Code, as added by this Act, not later than March 1, 2006. Makes application of the fee required
by Section 17.087, Water Code, as added by this Act, prospective to April 1, 2006.

SECTION 21. Effective date: upon approval by the voters of the constitutional amendment
proposed by the 79th Legislature, Regular Session, 2005, providing for the issuance of additional
general obligation bonds by the Texas Water Development Board in an amount not to exceed
$500 million to provide assistance to economically distressed areas. Makes application of this
Act contingent upon approval by the voters of the amendment,
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

April 15,2005
TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade

FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply

and sewer services for economically distressed areas.), Committee Report 1st House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, Committee Report 1st
House. Substituted: an impact of $0 through the biennium ending August 31. 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Ycar Impact to General Revenue Related
Funds
2006 $0
2007 $0
2008 $0
2009 $0
2010 $0

All Funds, Five-Year Impact:

Probable Revenue Gain Probable Savings/(Cost)
Fiscal Year from from Change in Number of State
i Water Infrastructure Fund ~ Water Infrastructure Fund Employees from FY 2005
No. 302 No. 302
2006 $97,359 ($97,359) 2.0
2007 $7,047,952 (87,047,952) 8.5
2008 $12,095,904 ($12,095,904) 17.0
2009 $16,430,465 ($16,430,464) 17.0
2010 $20,368,934 ($18,942,150) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commission on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the Water Infrastructure Fund
No. 302. The amount of fees collected could not exceed two cents per day per customer. The fee could
not be established until April 1, 2006, and proceeds could be used to pay debt service on bonds issued
for the EDAP program and for other forms of financial assistance, such as facility planning.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Water Infrastructure Fund No. 302. Debt service would cost $4.3 million in
fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in facility
planning grants would be made from proceeds of the Water Infrastructure Fund No. 302.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Since fees in the bill could not be created until April 1, 2006, this estimate assumes that the
first bonds would be issued in fiscal year 2007. Therefore, additional staff needs in fiscal year 2006
would be limited to one additional FTE and related costs to coordinate rules and program procedures.
In fiscal year 2007, an additional 6.5 FTEs would be added to process applications and coordinate
facility planning projects. In fiscal year 2008, an additional 8.5 FTEs would be added to provide
capacity development services and handle the increased workload resulting from additional projects
being started while other projects move into later stages of development. It is assumed that this
staffing level would be maintained through fiscal year 2010.

Administrative costs to the Water Development Board would be $97,359 in fiscal year 2006,
$713,392 in fiscal year 2007, and $1,426,784 in future years. Because the bill provides for such
administrative costs to be paid out of the Water Infrastructure Fund No. 302, this estimate assumes
that the retail water and sewer utility fee would be set at a rate to cover administrative as well as debt
service and facility planning costs.

Local Government Impact .

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be
more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

April 12, 2005
TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade

FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, As Introduced: a negative
impact of ($905,859) through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 ($192,467)
2007 (8713,392)
2008 (81,426,784)
2009 (81,426,784)
2010 ($1,426,784)

All Funds, Five-Year Impact:

Probable Revenue Probable Savings/ Probable Savings/
Gain from (Cost) from (Cost) from Change in Number of
Fiscal Year Economically Economically GENERAL REVENUE State Emplovees from

Distressed Areas Distressed Areas FUND FY 2005
Clearance Fund Clearance Fund 1

2006 $0 $0 ($192,467) 20
2007 $6,334,560 ($6,334,560) ($713,392) 85
2008 $10,669,120 ($10,669,120) ($1,426,784) 17.0
2009 $15,003,681 ($15,003,681) ($1,426,784) 17.0
2010 $18,942,150 ($18,942,150) ($1,426,784) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commission on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the economically distressed
areas clearance fund. The amount of fees collected could not exceed two cents per day per customer.
The fee could not be established until April 1, 2006, and proceeds could be used to pay debt service on
bonds issued for the EDAP program and for other forms of financial assistance, such as facility
planning.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Economically Distressed Areas Clearance Fund. Debt service would cost $4.3
million in fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in
facility planning grants would be made from proceeds of the Economically Distressed Areas
Clearance Fund.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Because the bill does not provide for such administrative costs to be paid out of the
Economically Distressed Areas Clearance Fund, this estimate assumes these costs would be paid out
of the General Revenue Fund.

Since fees generating revenue to pay debt service costs would not be created until April 1, 2006, this
estimate assumes that the first bonds would be issued in fiscal year 2007. Therefore, additional staff
needs in fiscal year 2006 would be limited to two additional FTEs and related costs to coordinate rules
and program procedures. In fiscal year 2007, an additional 6.5 FTEs would be added to process
applications and coordinate facility planning projects. In fiscal year 2008, an additional 8.5 FTEs
would be added to provide capacity development services and handle the increased workload resulting
from additional projects being started while other projects move into later stages of development. It is
assumed that this staffing level would be maintained through fiscal year 2010.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be
more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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ADOPTED

fV/-\Y 0 3 2005

Secrefary of the Senate

By: 3 ZCu("L\ﬁn. H‘\ho)osk _g_.B. No.%’:
e

Substitutg/the follow1ng forf;> B. No. i‘QL+:

By: ,uvc/uo c.s._S_.B. No. MQ‘;{

A BILL TO BE ENTITLED
AN ACT
relating to the authorization, administration, and funding of the
program to provide financial assistance for the construction,
acquisition, or improvement of water supply and sewer services for
economically distressed areas.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

Subsecton (),
SECTION l.A.Sectlon 15.4074@%, Water Code, is amended to

read as follows:
(a) In this section, "economically distressed area" and
"political subdivision" have the meanings assigned by Section

17.921 [+6-341of—this—<cede].

Fyliéz’ SECTION 2. Section 15.973, Water Cdde, 1s amended toread as

13
14
15
le
17
18
19

21
22
23
24

e

follows:

Sec. (a) The water

infrastructure fund is special fund the state treasury to be

administered by the board under this subchapter and rules adopted

by the board under this subcha Money in the fund may be used to

pay for the implementatiow” of water ojects recommended through

the state and regigral water plannind\ processes under this

subchapter and Sef€ftions 16.051 and 16.053

d for other uses

authorized by is subchapter.

(b) ~The fund consists of:

(1) appropriations from the legislature;

(2) money from the retail water and sewer util?l
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1

10
11

12

22,
23
24
25

26

Fgggzﬁice fee under Section 17.087;

(3) any other fees or sources of revenu¢’ that the

the fund;

interest earned on mongy credited to the

fund;

depository interesy allocable to the fund;

, grants, or donations to

the fund;

money from/revenue bonds or other sources

(8)
designated by the boar

(9) [483] pXocegds from the sale of politicai

subdivision bonds or obligftions held in the fund and not otherwise

pledged to the discharge/ repayment, or redemption of revenue bonds

or other bonds, the pybceeds of\which were placed in the fund.

SECTION 3. ection 15.974\ Water Code, is amended by adding

" Subsection (4) read as follows:

(d) Mohey deposited in the fuhd under Section 15.973(b) (2)

may be trané;erred by the board only EB\the following accounts or

funds:

(1) the economically distressed areas program account

of e Texas Water Development Fund II authorized by Section

43zé—8, Article III, Texas Constitution, and Sub%hapter L, Chapter

/{;Q<ﬂfthis code, to be used for the purposes autho;}zed by law;

(2) the water assistance fund authorizeéSby Subchapte

B, to be used for the purposes authorized by Section 15.26@; and

\

27 k\.T''''""““"‘--~~(;3_L__the general revenue fund in amounts as direkcted b
L

79R12634 RMB-D , 2




der
order

b

/‘\

n/f

no

the board 21;7

Sed areas program under
commission in

]
Lo

1

cotTey

23,

g the provision of training underxr
water

Azl

16341

incl

mically dist
and

c3
14

the administrative costs
the administrative costs o

4
WD COLU UL LUIL

)

fo]

(a)
B

4

b 30

g the retail water and sewer utility service fe

iy B A ok
R A D

hnNalinlanlat N
[¥r s e nym SR W/ N |

ction.l

collec

=

Subchapter K, Chapter 17,

administering the eC
Subchapter M, Chapter

+thyaan
Ao S 3 S e )

rococont
A—r ¥ a

T

Tt

an
LT

S A
Tt

axvzadtlakla
L P g e o 3~ gre —g

L= S e o g v g e

ctad a3~
ing assigned by

which
W13

1( Iewdislative appropriation to be used for

3
4
5

e 23

ALF O
n

F

i
—
0}
c
2
0} h
.l ~ u
W [} o ! D
5 el W (o] = q Y
Q M ¢ ] © 3
o 9 ol g o - d
- Q 4 M N ) 6]
© S & o G ﬂ
o © o p
o & = ¥
- b 4 <D + g ) Q@
u ¢ \_ ¢ N o P
M o nh o T n 0 -
S % q © 0 )]
()] 4 i h et 3y ¢
o] S - I M 1 S
op) 4 L o ~H
o It H - o)
S = f /] = 0 uh
> 2 p > - & P
q ¢ i) o} B
~ = S ® &
o c & g &
= 3 q 2 D Y
A&
ke o P g S — g
= © -k ¢ = 2 ¥ &
© i o © o
P b F ; o ] I
- N ¢ : SN I < 4
— n.b P ! M ye g o T &
~ &) M Heo ~ O . -
0 w o p @ 4 o) S~ m
Y Ul o) T .
= 3 i mm 3] = mm
o ~ 4 P o el F
- o 5 1l @ I s ol = 4
- (1 D @
> w + 9 ? "IN~ © F
e S T — N
o - <R N a o
Q = e o\ n
5/ © ¢ h . N
o/ @ ooy P ~ Q §
e Mw - & — +
o + b 4 . . T 1]
S 5 — - ¢ —_ o .
- > I ¢ & o P
T~ + ¢ +b - O q
& o I ) - P
[} | 3 & M &) 10} gM
£ o o T S ¢ O 0 .
@~ 0 'S T 4l %) o -
—
O =+ &N ™M ¢ m VY ~ W o0 O +H N ™ < 0no© o~
—~ 4 A4 A4 ~H ~ 4 A ~H = N &N ~ - NN N N

\

Jra
=T
<
bz
Ty

oA o s S Sa Sy
3o daf nmad
cro—ar e e

has the meaning

L Wl e "l v

79R12634 RMB-D



10
11
12
13
14

15

l6.

17
18
19
20
21
22
23
24
25
26

27

ad_on a¥a by Q& Q o =) - nad
&— & </

e poard]

(2-a) 'NJ;E;order county'" had the meaning assigned b

Section 17.921.

.

(1) At adequate drinking water is availablle

to the residential areas/in accokdance with Chapter 341, Health gnd

Safety Code, and the Rfles and Regilations for Public Water Systdms

(3) for non&border counties, provid
C

Standards \Governing Water Quality 3

Supply Systems adopted

ind

by

(£

parts to lay out a

criteria

ap,

plicable to tracts that were divided into two or more ;hrts to lay

qét a subdivision and were not platted or recorded before\§§ptember

L2008 ——

(c) The model rules must:
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11
12
13
14
15
lo
17
18
19
20
21
22

24
25
26

27

(1) assure that adequate sewer facilities

available to e residential areas through either septic-fanks or

an organized sewa disposal system that is a publicly”or privately

owned system for the llection, treatment, and disposal of sewage
operated in accordance with the terms and €onditions of a valid
waste discharge permit issue mission or private sewage
facilities in accordance with CR ¥ 306, Health and Safety Code,

and the Construction Standar On-Site Sewerage Facilities
adopted by the commission #nd other Iww and rules applicable to
sewage facilities; [and

(2) for/border counties, provideN\criteria applicable

ts to lay out a

to tracts th;;/yégé divided into two or more p

subdivision d were not platted or recorded beford® September 1,

1989; and
. '

(3) for nongborder counties, provide iteria

appJicable to tracts that were divided into two or more parts\Eb lay

oyt a subdivision and were not platted or recorded before September

1, 2005.

e e e

SECTION ¥. Section 17.0112, Water Code, is amended to read
as follows:

Sec. 17.0112. AUTHORIZATION OF CERTAIN BONDS FOR FINANCIAL
ASSISTANCE. (a) The board may issue not more than $25 million in

bonds dedicated under Section 17.0111 of this code and may issue not

more than $50 million in bonds authorized under Section 49-4-10,

Article III, Texas Constitution, during a fiscal year to provide

financial assistance for water supply and sewer services as

provided under Subchapter K of this chapter.
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1 (b) On request of the board, the bond review board by
2 ;ésolution. may waive during any state fiécal year the limits
3 [14mit] provided by Subsection (a) [efthis-seetion] and authorize
4 the board to issue an additional amount of bonds if the bond review
5 board finds that the amount of bonds authorized for that state
6 fiscal year has been exhausted or there is not a sufficient amount
7 of bénds to méet needs of the program during the state fiscal year
8 and that the public health and safety require immediat?// 544
9 authorization of additional bonds. Before the bond review board

10 adopts such a resolution, it shall give notice and hold a hearing to

11 determine whether the limits should be waived and the authorization

12 given.

ﬁjl§*1> TION 7. Subchapter C, Chapter 17, Water Code, is amended
14 ‘ by adding Section 17.087 to read as follows:

15 Sg;>\17.087. RETATIL WATER AND SEWER UTILITY,SfE;;;E FEES.
16 (a) In this‘ngtion, "retail public utility" and//;etall water or
17 sewer utility ser ce" have the meaning assigned by Section
18 | 13.002. /

19 (b) Each retail p llC utxlity shall collect from each
20 household to which the util prov1des retail water or sewer

21 utility service a fee in,éﬁ/;mou determined by the commission.

22 The fee may not exceed/{;; cents for\;éqh day water or sewer service

23 or both are provided.

24 (¢) qu/i;ter than January 1 of eachear, the board shalll
25 report to)ﬂﬁjcommission:

26 _ (1) the amount anticipated to be necessary to service,
27 fgr the next state fis - s issued or to
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1 be issued under Section 49-d-10, Article TII, Texas Constitytion;

———)

2 and

3 (2) the anticipated cost, for the next state fiscal

4 year, of RKacility engineering in economically dispégssed areas
5 under Sectiom\15.407 ef—ihis—code .

c
6 (d) Noz\gater than March 1 of each year,/the commission by

7 rule shall estééilsh the fee at an amount//Lat the commission

8 Feasonably anticipathes will generate an am nt of money sufficient

-0 pay the amount: \\\\t ﬁ////
10 anticipaXed by the bgard under Subsection (c) (1)

11 o be necessary to serv1ce or the xt state fiscal year the debt

X/

12 flor bonds issued or to be issu&d umé;r Section 49-d-10, Article IIT,

13 Tiexas Constitution;

14 (2) anticipated Ay the board under Subsection (c) (2)

15 tb be necessary for facility/;ngin;\Xing in economically distressed

1o afeas under Section 15.4 ' for the next state fiscal
/’

17 ygar;

18 (3) appI rlated the leglslature for the

19 administrative costg of the board in admini terlng the economically

20 istressed areas ﬁéogram under Subchapter K,

21 HL%&Q) including/{ke cost of providing trainiSE\umder Subchapter M,

22 o (2 ;an;i/

3 67 (AG appropriated by the legislature for the

24 administrative costs of the commission in collectin;h¢he fee.

25 (e) The fee may be listed on the householé\s bill as a

26 separate item and shall be collected in addition to o#hgr charges
« <
27 Eor utility services. !
\_________..—i .

79R12634 RMB-D 7
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1 \\\ﬁil The commission by rule may establish:
2 (1 the due date for the feé;
3 (2) t;;:B?BQ§dUIeS for colletting the fee; and
4 (3) 61penalt;?;;?jgﬁfrg;;ment of the fee. .
5 (g) The execut;yé/gzz;cto:\gﬁﬁidkcollect the fee from the
6 retail public ugiTities.
7 LL ) Fees collected under this section shall beé Qosited to
8 he credit of the water infrastruncture £fund
st

£a.4£1
()10 1
11
12

ECTION 8. Section 17.921, Water Code, 1is amend

ns an area in:

13

14

ly or sewer servicesg

15
16
17
18
19
20
21
22

23

24\
25
26

27 |

are inadequate to me minimal needs /of residential wusers ag

defined by board rules;

(ii) [ financial resources ar¢

inadequate to provide water ply or sewer services that will

satisfy those needs; and

established residential

subdivision was locat s determined by the boardj

or
(B) a nongborder county in which:
(1) (;ater supply or ;;§er services are
inadequafe to meet minimal needs of residential us;>s as defined b

boagﬂ/f;les; \\\

(1ii) financial resources are inadequate tp-

1\

79R12634 RMB-D ' 8




10
11
12
13
14
15
16
17
18
19
20
21
22
3
24
25
26

27

provide water supply or sewer services that will satisfy those

needs,; and

(iii) an established re dential

subdivislon was located on June 1, 2005, as determined by/ghe board.

'\\36) "Border county" means a county thAt is located

adjacent toyéh international border or a county any/gart of which is

within 62 miles Wf an international border.

)
(7) Eanﬁborder county" means a/county that is nolt a

[ai

border county.

\ (8) "Economically distressed areas account" means the

gconomically ‘distress;é\ areas acgbunt in the Texas Water

Development Fund or the\kconomigé{ly distressed areas progiam

gccount in the Texas Water D;>elqégent Fund II.

SECTION 9. Section 17. , Water Code, is amended to read |as

flollows:
Sec. 17.922. FINANCIAL ASSISTANCE. (a) The economicallly

distressed areas accodnt may be used by the board to provide

financial assistante to political subdivisions for the

¢onstruction, aigy sition, or improvement of\water supply and sewdr
a

services, inclyding providing funds from tke account for the

state's partigipation in federal programs that ovide assistanc

to politic subdivisions. The board may provid® assistance t

)olitical/gubdivisions in:

(1) border counties in an amount not to excdeed the sum

IOf: ) \

(A) the proceeds of the sale of bonds authorized

/by Section 49-d-8, Article TIIL, Texas Constitution, and the

79R12634 RMB-D 9
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14
15
16
17
18
19
20
21
22
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24
25
26

27

S,

interest egrned on those proceeds; o

(B) $250 million of the proceeds of the sale o

bonds authorixed by Section 49-d-10, Article I11, Texé;
Jonstitution, angxthe interest earned on those proceeds; and (
(C) \any other funds deposited in the accouft; and
(2) nng£;>§er counties in an amount not tO/é;ceed the

| L

sum of : :

(A) $250 million of the proceedg of the sale of

onds authorized by Section\ 49-d4-10, Artficle III, Texis

onstitution, and the interest earned on thosg/g;oceeds; and

3}

(B) any other fghﬂs degééited in the account
fter September 1, 2005.

0.

U

]

)

)

t

in the economically distressed area

(b) To the extent practicable, the\board shall use the funds

accoynt in conjunction with

he other financial assistance available

ystems, including regional systems, to maximige the long-tkrm

nder the economically di

conomically distfessed area in a manner that assures
conomically disfressed area receives appropriate benefits £io

he savings. n no event shall financial assistance provided fro

S

7

the economic#lly distressed areas account be used to provide water

ly or wastewateyr service to any area that is not [defimed—as] an

9R12634 RMB~D : 10
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—riEcoda 7 Subseckons b)), €O, amd D,

SECTION W. ASection 17.927(—b—)-;—-+e-)-7—a-né—<7§?, Water Code,

are amended to read as follows:
(b) The application and plan must include:
(1) the name of the political subdivision and its

principal officers [complywith-board reguirements);

(2) a citation of the law under which the political

subdivision was created and operates [deseribe—in detail the method

(3) a project plan, prepared and certified by an

engineer registered to practice in this state, that must:

(A) describe the proposed planning, design, and

construction activities necessary to provide water supply and sewer

services that meet minimum state standards; and/

(B) identify the households to which the water
supply and sewer services will be provided [deseribe—the-methodfor

(4) [inelude] a budget that estimates the total cost

of providing water supply and sewer services to the economically
distressed area and a proposed schedule and method for repayment of
financial assistance consistent with board rules and guidelines;

(5) a description of the [deseribe] existing water

supply and sewer facilities located in the [economically
distressed] area to be served by the proposed project, including a

79R12634 RMB-D 11
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12
13
14
15
1o
17
18
19
20
21
22
23
24
25
26

27

statement [anrdinetudewiththe-descriptiont
[A—the—county-mapreguired by Section 366036,
Healthand-Safety-Coderox
[{B)>——-=—doecument] prepared and certified by an

engineer registered to practice in this state that the facilities

do not meet minimum state standards [desexibing the plan—for

Y 1 . ¥ ] L eall
distressedaxeal ;

(6) documentation [provide——pxroof] that the

appropriate political subdivision has adopted the model rules

developed under Section 16.343 [ef+this—cede];

(7) [inedwude] information identifying the median

household income for the area to be served by the proposed project

beaxd-rulel; and

(8) the total amount of assistance requested from the

economically distressed areas account [inelude—an—-estimate—of—the

79R12634 RMB-D 12
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(c) Before the board approves the application or provides

any funds under an application, it shall require an applicant to

adopt a program of water conservation for the more effective use of

water that meets the criteria established under Section 17.1254 [E£

(d) Before considering an application, the board may

require the applicant to:

(1) provide documentation to the executive

administrator sufficient to allow review of the applicant's

managerial, financial, and technical capabilities to operate the

system for which assistance is being requested;

(2) provide a written determination by the commission

on the applicant's managerial, financial, and technical

. 9
capabilities to operate the system for which assistance is belnq/ 37

" requested;

(3) request that the comptroller perform a financial

management review of the applicant and, if the review is performed,

provide the board with the results of the review; or

(4) provide any other information required by the

board or the. executive administratorf) [Fr—an—appliication—+to—+the

79R12634 RMB-D 14
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SECTION M. Section 17.929, Water Code, is amended to read
as follows:
Sec. 17.929. CONSIDERATIONS IN PASSING ON APPLICATION. (a)

In passing on an application for financial assistance, the board

shall consider:

(1) the need of the economically distressed area to be// ‘Z&D

served by the water supply and sewer services in relation to the
need of other political subdivisions requiring financial
assistance wunder this subchapter and the relative costs and

benefits of all applications;

(2) the availability to the area to be served by the

project of revenue or financial assistance from alternative sources

for the payment of the cost of the proposed project [effoxrtsbythe

yacidantco ~Ff +hAa Anf\nr\mﬁﬁn11‘r diotyaccn~d
FoEA g mp = oy a oy — paa — g = o

A= e = e o - e oy

79R12634 RMB-D 15



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

[453] the financing of the proposed water supply and

sewer project including consideration of: v

(A) the budget and repayment schedule submitted
under Section 17.927(b) (4) [efthis—cede];

(B) other items included in the application
relating to financing; aﬁd |

(C) other financial information and data
available to the board; |

(4) [46+——whe%hep—%he—app;éeaé%—has—g*eﬁeseé—me%heds

for—incerporating—water conservation—into—the—provision—of water
and-sewer—sexrvices—tetheeconomically distressed areat

[+--] whether the county and other .appropriat@/ /QA)
[4

'political subdivisions have [haes] adopted model rules pursuant to

Section 16.343 [ef£+this-code] and the manner of enforcement of model
rules;
(48] ] : TNEY : . . 3
1 : 1 , 3 = . 5.0 £ 4] :

i . 7 f i ' . ff i

3 . 13 ] 1 : YRRPY . | :
issuedand-sold-through—theregular-bond-markets

[49)  the percentage of the total project—cost—thatthe
finanecialascistancewill-compricges] and

(5) [4363] the feasibility of achieving cost savings

79R12634 RMB-D 16
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13
14
15
16
17
18
19
20
21
22
13
24

25

26

27

by providing a regional facility for water supply or wastewater
service and the feasibility of financing the facility by using

funds from the economically distressed areas account or any other

"financial assistance.

(b) At the time an application for financial assistance is.

considered, the board also must find that the area to be served by a

proposed project has a median household income that is not greater

than 75 percent of the median state household income [an-averagepex

carata o o St 20
Cetprt=t L= A T2

] o
=~

for the most recent year [three—consecutive—years] for which

statistics are available.
Subsestion (b,
SECTION .A~Section 17.930471, Water Code, is amended to

2 2
==y Tt

read as follows:
(b) After making the considerations provided by Section
17.929 [ef—+his—<eode], the board by resolution shall:

(1) approve the plan and application as submittedb/

(2) approve the plan and application subject to the
requirements identified by the board or commission for the
applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements,
including training wunder Subchapter M, the board considers
appropriaté;

(3) deny the application and identify the requirements
or remedial steps the applicant must complete before the appliéant
may be reconsidered for financial assistance;

(4) if the board finds that the applicant will be

unable to obtain the managerial, financial, 0xr technical

79R12634 RMB-D . 17
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1 capabilities to build and operate a system, deny the application
2 and issue a determination that a service provider other than the

3 applicant 1is necessary or appropriate to undertake the proposed

4 project; or
5 (5) deny the application. : _
10 SubsecHons (&) and (C\/
9 SECTION }é./gﬁection 17.933#&+—aﬁé—f§), Water Code, are
7 amended to read as follows:
8 (a) The board may use money in the economically distressed

9 areas account to provide financial assistance to a political

10 subdivision [%e—be—%epaéé] in the form of a loan, including a loan

11 with zero interest, grant, or other type of financial assistance to

12 be determined[—manner, —and time provided] by the board [xules—and
13 '

14 taking into consideration the information provided by Sectidn

15  17.927(b) (7) [efthiscede].

16 (c) The total amount of financial assistance provided.by'thy//IQAZ
17 board to political subdivisions wunder this subchapter from

18 state-issued bonds for which repayment is not required may not

19 exceed at any time 90 percent of the total principal amount of

20 issued and unissued bonds authorized under Article III, Sections

21 [Seetdion] 49-d-7 and 49-4-10, of the Texas Constitution, for

22 purposes of this subchapter plus outstanding interest on those

23 bonds.

Sobacchon (),

G SECTI 4.ASection 17,
(%) /H

fyﬁ, Water Code, amended tl

26 (c) 'S section applies only property locat i?i\
27 . (1) the unincorporated area of a border oxr nonkborder
U

79R12634 RMB-D ' 18




as follows:

6 Sec. .952. ISSUANCE OF

7 BONDS.

8

9

10 the incipal amount authorize 0 be issued by S ion 49-4d-8 o

S
11 49-d-10, Article III, Texas Constitution t
2. ovbsecionla),

12 SECTION 36./\Section 17.993+?ﬂ, Water Code, is amended to
13 read as follows:

14 (a) The commission or the board may evaluate whether an
15 opérating entity needs training if the operating entity:

16 (1) requests financial assistance or an amendment to
17  the project plan or budget [additieonal fundingl;

18 (2) requests more time to meet its obligations under a
19 repayment schedule;
20 (3) does not provide required documentation; or
21 (4) has a history of compliance problems, as

:£3523+' i;terminedkurtif commission.
3 SECTION Y/. Section 232.071, Local Government Code, 1is
9?23'24 amended to read as follows:

25 Sec. 232.071. APPLICABILITY. This subchapter applies only
26 to the subdivision of land located:
27 (1) outside the corporate limits of a municipality;

79R12634 RMB-D ' 19
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11

FAE*

14
15
le6
17
18
19
20
21
22
23
24

25

and
(2) 1in a county:

(A) in which is located a political subdivision

that is eligiblé for and has applied for financial assistance under

Section 15.407, Water Code, or Subchapter K, Chapter 17, Water

Code; and

(B) to which Subchapter B does not apply
IS” Svbsechon Gy~ . - Svbsechon (), Sechion $Areo
SECTION WB. A'Sectiong 1540744 ,,16.3434¢7,,17.923
Sebacten &), fection S ctions
11_325¢017 926, anq~l7 .933 Water Code, are repealed.
. '@

SECTION . The changes in law made by this Act apply only
to an application for financial assistance pending or filed on or

after the effective date of this Act.

SECTION 20. (a) The Texas Commission on Environ

Quality shall adopt T to implement Section 87, Water Code,

as added by this Act, not later than 1, 2006.

(b) The fee requi y Section 17.087 ter Code, as added

by this Act, ies to retail water or sewer utill service

pro

| proyided on or after April 1, 2006.

177
SECTION M. This Act takes effect on the date on which the

constitutional amendment proposed by the 79th Legislature, Regular

Session, 2005, providing for the issuance of additional general

obligation bonds by the Texas Water Development Board in an amount

not to exceed $500 million to provide assistance to economically
distressed areas, takes effect. If that amendment is not approved

by the voters, this Act has no effect.

79R12634 RMB-D 20
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ADOPTED
vV

MAY 03 2005

FLOOR AMENDMENT NO. / 42
of the Senal

~//Ame d C.S.S.B. 964 (Committee Printing) as follows:

(1) Strike SECTIONS 4 and 5 and substitute the following:

2 ace.

SECTION ‘W.?k§ection 16.341, -Water Code Aﬁngﬁmended  SAYS)
J -

,amead&ijgiubd1v151ons (1) and (2)/to read as follows:

(1) "Affected county" means a county [+

E§§+] that has an economically distressed area

which has a median household income'that is not greater thHan 75

percent of the median state household income [a—per—eapita

meaning

(2) "Economically distressed area" has the

assigned by Section 17.921 [means—anarea—in—whichs

SECTION ¥. Subsections (b) and
Water Code, are amended to read as follows:

(b) The model rules must:

c))( '697 Section 16.343,

(1) assure that.adequate drinking water is available

to the residential areas in accordance with Chapter 341,

1

Health

Flin 1
S- 308"



10

11

12

13

14

18

19

and Safety Code, and the Rules and Regulations for Public Water
Systems and the Drinking Water Standards Governing Water Quality
and Reporting Requirements for Public Waterv Supply Systems

adopted by the commission [Fexas—Reoard—ef Health] and other law

and rules applicable to drinking water; and

(2) provide criteria applicable to tracts that were

divided into two or more parts to lay‘out a subdivision and were

not platted or recorded before September 1, 2005 [3889].

(c) The model ;ples must: ~ o

(1) assure that_ adequate  sewer facilifies are
available to the residential areas through either septic tanks
or an organized sewage disposal system that is a publicly or
privately /owned system for_'the' collection, treatment, and

disposal of sewage operated in accordance with the terms and

conditions of a valid waste discharge permit issued by the

commission or private sewage facilities in accordance with
Chapter 366, Health and Safety Code, and the Construction
Standards for On-Site Sewerage Facilities adopted by the
commission and other law and rules applicable to sewage
facilities; and ' - ‘

(2) provide criteria applicable to tracts that were

divided into two or more parts to lay out a subdivision and were

not platted or recorded before September 1, 2005 [+888].

\{53 Strike SECTIONS 8 and 9 and substitute the following:

3 v
SECTION ¥. Section 17.921, Water Code, is amended Dby
7

amending/ﬁubdivision (1) and adding subdivision (6) to read as
7 7y

follows:
(1) "Economically distressed area" means an area in
which:

(A) water éﬁpply or sewer services are inadequate

to meet minimal needs of residential users as defined by board ’
, i
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

31

rules;

(B) financial resources are inadequate to provide
water supply or sewer services that will satisfy those needs;

and

(C) an established residential subdivision was

located on June 1, 2005 [4888], as determined by the board..

(6) "Economically distressed areas account" _means the

economically distressed areas account in the Texas Water

Development Fund or the economically distressed areas program

account in the Texas Water Development Fund II.

b Subsechon (bY
SECTION‘@, ASection 17.9224?#, Water Code, is amended to

read as follows: _ : -

(b) To the extent practicable, the board shall use the

funds in the economically distressed areas account- in

»conjunction with the other financial assistance available

through the board to encourage the use of cost-effective water
supply and wastewatea/systemg, including regional systems, to
maximize the long-term economic development of counties eligible
for financial assistance under the economically distressed areés
program. Any savings derived from the -construcfion of a
regional system that includes- or serves an economicallx
distressed area project shall be factored into the anrd's-
determination of financial assistance for the_ economically
distressed area in a manner that assures the economically
distressed area receives appropriate benefits from the savings.
In no event shall financial assistance provided from the
economically distressed areas account be used to provide water
supply or wastewater service .to any area that is not [defined
a5 ] an economically distressed area [purswant—teo—=Seetion
1702311 Ay of this—eede] .

(3) Strike SECTION 14 of--the bill.
3




1 (4) Strike SECTION 15 of the bill and substitute the

2 following.:
eh& "

p‘, 3 SECTION D6. Section 17.952, Water Code, is amended to read
N

V ! 4/ as follows:

0.4

3 Sec. 17.952. ISSUANCE OF WATER FINANCIAL ASSISTANCE BONDS.

4 The board by resolution may provide for the issuance of water

financial assistance bonds, which shall be general obligation -

q bonds of the state, in an aggregate principal amount not to

She
exceed the principal amount authorized to be issued by/\[See-Ei-eﬁ ‘

10

r

; ]g% Texas ponstitution .

11 (5) Adding the following appropriately numbered SECTION to
12 the bill and renumbering subsequent SECTIONS of the bill as

& Subaects e (&, 1/ N

FhE 4 SECTION \é‘ . f~ Section 212.0105, Local/ Government Code, is '5/

(&)

»0/_{/15 "amended to read as follows:

P‘M\ 1 ~SercT—21270T05T WATER AND SEWER REQUIREMENTS 1IN EERTAIN

9”']:7 L ‘%UNIIEEE (a) This section applies only to a person who:

8 (1) is the owner of a tract of land in [eithers

19 B

20 dnternational—border+—er -

21 E(—B—)—]a county in which a political subdivision

P2 that is eligible for and has applied for [has—reeeived]

P 3 financial assistance through Subchapter K, Chapter. 17, Water

4 Code;
A5 (2) divides the tract in a manner that creates any
6 lots that are intended for residential purposes and are five
7 acres or less; and )

28 (3) is required under this subchapter to have a plat

9 prepared for the subdivision.




FLOOR AMENDMENT NO. % BY:

1\///, Ameni/,f)§;i}8. 964 (Committee Printing) by striking
2 ¥ SECTIONS 2,

3, 7 and 20 and renumbering the remaining SECTIONS

3 appropriately.
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MAY 0 3 2005
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By: Lucio, Zaffirini S.B. No. 964

Hinojosa

A BILL TO BE ENTITLED
AN ACT
relating to the authorization, administration, and funding of the
program to provide financial assistance for the construction,
acquisition, or improvement of water supply and sewer services for
economically distressed areas.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Subsection (a), Section 15.407, Water Code, is
amended to read as follows:

(a) In this section, "economically distressed area" and
"political subdivision" have the meanings assigned by Section
17.921 [1e+341-of—this——code].

SECTION 2. Subdivisions (1) and (2), Section 16.341, Water
Code, are amended to read as follows:

(1) "Affected county" means a county/[+

[¢+2>] that has an economically distressed area

which has a median household income that is not greater than 75

percent of the median state household income [a—per—ecapita—income
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(2) "Economically distressed area" has the meaning

assigned by Section 17.921 [means—an-area—in-which+

npeedsy—and

[ —an—establicshed—residential subdivisieon—was
lecatedondune—1—1989—as-determinedby-the-board].
SECTION 3. Subsections (b) and (c), Section 16.343, Water
Code, are amended to read as follows:
(b) The model rules must:

(1) assure that adequate drinking water is available
to the residential areas in accordance with Chapter 341, Health and
Safety Code, and the Rules and Regulations for Public Water Systems
and the Drinking Water Standards Governing Water Quality and
Reporting Requirements for Public Water Supply Systems adopted by

the commission [Fexas—Beoard—ef-—Health] and other law and rules

applicable to drinking water; and
(2) provide criteria applicable to tracts that were
divided into two or more parts to lay out a subdivision and were not
platted or recorded before September 1, 2005 [3983].
(c) The model rules must:
(1) assure that adequate sewer facilities are
available to the residential areas through either septic tanks or

an organized sewage disposal system that is a publicly or privately
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owned system for the collection, treatment, and disposal of sewage
operated in accordance with the terms and conditions of a valid
waste discharge permit issued by the commission or private sewage
facilities in accordance with Chapter 366, Health and Safety Code,
and the Construction Standards for On-Site Sewerage Facilities
adopted by the commission and other law and rules applicable to
sewage facilities; and

(2) provide criteria applicable to tracts that were
divided into two or more parts to lay out a subdivision and were not
platted or recorded before September 1, 2005 [3+988].

SECTION 4. Section 17.0112, Water Code, is amended to read
as follows:

Sec. 17.0112. AUTHORIZATION OF CERTAIN BONDS FOR FINANCIAL
ASSISTANCE. (a) The board may issue not more than $25 million in

bonds dedicated under Section 17.0111 of this code and may issue not

more than $50 million in bonds authorized under Section 49-d-10,

Article III, Texas Constitution, during a fiscal year to provide

financial assistance for water supply and sewer services as
provided under Subchapter K of this chapter.

(b) On request of the board, the bond review board by
resolution may waive during any state fiscal year the limits
(+3mi®] provided by Subsection (a) [ef—his—seetion] and authorize
the board to issue an additional amount of bonds if the bond review
board finds that the amount of bonds authorized for that state
fiscal year has been exhausted or there is not a sufficient amount
of bonds to meet needs of the program during the state fiscal year

and that the public health and safety require immediate
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authorization of additional bonds. Before the bond review board
adopts such a resolution, it shall give notice and hold a hearing to
determine whether the limits should be waived and the authorization
given.

SECTION 5. Section 17.921, Water Code, is amended by

amending Subdivision (1) and adding Subdivision (6) to read as
follows:

(1) "Economically distressed area" means an area in
which:

(A) water supply or sewer services are inadegquate
to meet minimal needs of residential users as defined by board
rules;

(B) financial resources are inadequate to
provide water supply or sewer services that will satisfy those
needs; and

(C) an established residential subdivision was
located on June 1, 2005 [3988], as determined by the board.

(6) "Economically distressed areas account" means the

economically distressed areas account in the Texas Water

Development Fund or the economically distressed areas program

account in the Texas Water Development Fund II.,

SECTION 6. Subsection (b), Section 17.922, Water Code, is
amended to read as follows:

(b) To the extent practicable, the board shall use the funds
in the economically distressed areas account in conjunction with
the other financial assistance available through the board to

encourage the use of cost-effective water supply and wastewater

N~
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systems, including regional systems, to maximize the long-term
economic development of counties eligible for financial assistance
under the economically distressed areas program. Any savings
derived from the construction of a regional system that includes or
serves an economically distressed area project shall be factored
into the board's determination of financial assistance for the
economically distressed area in a manner that assures the
economically distressed area receives appropriate benefits from
the savings. 1In no event shall financial assistance provided from
the economically distressed areas account be used to provide water
supply or wastewater service to any area that is not [defined—as] an
economically distressed area [pursuant—te—Section—37921 {1 ){(A)—of
£his—code].

SECTION 7. Subsections (b), (c), and (d), Section 17.927,
Water Code, are amended to read as follows:
(b) The application and plan must include:

(1) the name of the political subdivision and its
principal officers [compiywith beoardreguirements];

(2) a citation of the law under which the political
subdivision was created and operates [deseribe-—in-detail—the-method
. teli . . ] . e
] ] . 113 ided] ;

(3) a project plan, prepared and certified by an

engineer registered to practice in this state, that must:

(A) desc:ibe the proposed planning, design, and

construction activities necessary to provide water supply and sewer

services that meet minimum state standards; and
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(B) identify the households to which the water

supply and sewer services will be provided [dese¥ribe—the-methodfor

(4) [+metude] a budget that estimates the total cost

of providing water supply and sewer services to the economically
distressed area and a proposed schedule and method for repayment of
financial assistance consistent with board rules and guidelines;

(5) a _description of the [desexribe] existing water

supply and sewer facilities 1located in the [eceonemically

distressed] area to be served by the proposed project, including a

statement [erd—inelude—with-the-dececriptions

(42 . red by .
Health—and-SafetyCodesr—or

[{B)—a—decument] prepared and certified by an
engineer registered to practice in this state that the facilities
do not meet minimum state standards [desexribing—the—plan—fox

o 1 3 . ] ol
distressedareal;
(6) documentation [ provide—proof] that the

appropriate political subdivision has adopted the model rules

developed under Section 16.343 [ef+this—<code];
(7) [inelude] information identifying the median

household income for the area to be served by the proposed project
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(8) the total amount of assistance requested from the

economically distressed areas account [imclude—anestimate—of—the
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(c) Before the board approves the application or provides

any funds under an application, it shall require an applicant to

adopt a program of water conservation for the more effective use of

water that meets the criteria established under Section 17.125 [X£

15 : ietrs : J .
l 15 nelud ep s Lieats e 4 |
. .  ciealities] : e el

(d) Before considering an application, the board may

require the applicant to:

(1) provide documentation to the executive

administrator sufficient to allow review of the applicant's

managerial, financial, and technical capabilities to operate the

system for which assistance is being requested;

(2) provide a written determination by the commission

on the applicant's managerial, financial, and technical

capabilities to operate the system for which assistance is being
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reguested;

(3) request that the comptroller perform a financial

management review of the applicant and, if the review is performed,

provide the board with the results of the review; or

(4) provide any other information required by the

board or the executive administrator [In—an—application—te—the

(462 ] : . ] s ol .
 ded £ ] 1 : . ]
[P —anyother-information the boaxd¥eguires].
SECTION 8. Section 17.929, Water Code, is amended to read as
follows:
Sec. 17.929. CONSIDERATIONS 1IN PASSING ON APPLICATION.
(a) In passing on an application for financial assistance, the
board shall consider:

(1) the need of the economically distressed area to be
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served by the water supply and sewer services in relation to the
need of other political subdivisions requiring financial
assistance under this subchapter and the relative costs and
benefits of all applications;

(2) the availability to the area to be served by the

project of revenue or financial assistance from alternative sources

for the payment of the cost of the proposed project [effoxts-bythe

[453] the financing of the proposed water supply and

sewer project including consideration of:

(A) the budget and repayment schedule submitted
under Section 17.927(b) (4) [efthis—eede];

(B) other items included in the application
relating to financing; and

(C) other financial information and data
available to the board;

(4) [+6)—whether—the—applicant—has—proposed—metheds
e . . . . ] .. :
. . ] eallu d ]

[+4+] whether the county and other appropriate

10
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political subdivisions have [has] adopted model rules pursuant to

Section 16.343 [ef—this<code] and the manner of enforcement of model

rules;

[48) l c bili e . . ]
] . 13 . : e . 59 £ ¢
: . . ovide tl . £ ] 1
3 . 11 ] 1 . eh i . bond
. 3 ] coldt) o] ;
(499 ] e 4 1 . ] ]
éénaneéaLéﬁﬁés%aaee*éééﬂﬁm¥*éser]and

{5) [4363)] the feasibility of achieving cost savings
by providing a regional facility for water supply or wastewater
service and the feasibility of financing the facility by using
funds from the economically distressed areas account or any other
financial assistance.

(b) At the time an application for financial assistance is

considered, the board also must find that the area to be served by a

proposed project has a median household income that is not greater

than 75 percent of the median state household income [areaverage—per
. . ] . ; ol ] ]
for the most recent year [#hree—consecutive—years] for which

statistics are available.

SECTION 9. Subsection (b), Section 17.930, Water Code, is
amended to read as follows:

(b) After making the considerations provided by Section
17.929 [ef£+his—eoede], the board by resolution shall:

(1) approve the plan and application as submitted;

11
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(2) approve the plan and application subject to the
requirements identified by the board or commission for the
applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements,
including training under Subchapter M, the board considers
appropriate;

(3) deny the application and identify the requirements
or remedial steps the applicant must complete before the applicant
may be reconsidered for financial assistance;

(4) if the board finds that the applicant will be
unable to obtain the managerial, financial, or technical
capabilities to build and operate a system, deny the application
and issue a determination that a service provider other than the
applicant is necessary or appropriate to undertake the proposed
project; or

(5) deny the application.

SECTION 10. Subsections (a) and (c), Section 17.933, Water
Code, are amended to read as follows:

(a) The board may use money in the economically distressed
areas account to provide financial assistance to a political

subdivision [+fe-—be—xepaid] in the form of a loan, including a loan

with zero interest, grant, or other type of financial assistance to

be determined[—mepner—and—time—provided] by the board [xules—and

2 € gxr-e-emen D€ e-ex h-e—p-6 d -6 -e—p-6 p-a-3-% o8 ]

taking into consideration the information provided by Section
17.927(b) (7) [ef+this—code].

(c) The total amount of financial assistance provided by the

12



A U W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26
27

S.B. No. 964
board to political subdivisions under this subchapter from
state-issued bonds for which repayment is not required may not
exceed at any time 90 percent of the total principal amount of
issued and unissued bonds authorized under Article III, Sections

[Seetden] 49-d-7 and 49-d-10, of the Texas Constitution, for

purposes of this subchapter plus outstanding interest on those
bonds.

SECTION 11. Section 17.952, Water Code, is amended to read
as follows:

Sec. 17.952. TISSUANCE OF WATER FINANCIAL ASSISTANCE BONDS.
The board by resolution may provide for the issuance of water
financial assistance bonds, which shall be general obligation bonds
of the state, in an aggregate principal amount not to exceed the
principal amount authorized to be issued by the [Seetion—4O=d=8+
AxrticleFEE,] Texas Constitution.

SECTION 12. Subsection (a), Section 17.993, Water Code, is
amended to read as follows:

(a) The commission or the board may evaluate whether an
operating entity needs training if the operating entity:

(1) requests financial assistance or an amendment to

the project plan or budget [additieonal—funding];

(2) requests more time to meet its obligations under a

repayment schedule;

(3) does not provide required documentation; or

(4) has a history of <compliance problems,  as
determined by the commission.

SECTION 13. Subsection (a), Section 212.0105, Local

13



Dow NN

O 0 g o WU

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26
27

S.B. No. 964
Government Code, is amended to read as fqllows:
(a) This section applies only to a person who:
(1) 4is the owner of a tract of land in [eithexs
[42) ] . .
. . 1 3
[4B3] a county in which a political subdivision

that is eligible for and has applied for [has—reseiwed] financial

assistance through Subchapter K, Chapter 17, Water Code;

(2) divides the tract in a manner that creates any lots
that are intended for residential purposes and are five acres or
less; and

(3) 1is required under this subchapter to have a plat
prepared for the subdivision.

SECTION 14. Section 232.071, Local Government Code, is
amended to read as follows:

Sec. 232.071. APPLICABILITY. This subchapter applies only
to the subdivision of land located:

(1) outside the corporate limits of a municipality;
and

(2) 1in a county:

(A) in which is located a political subdivision

that is eligible for and has applied for financial assistance under

Section 15.407, Water Code, or Subchapter K, Chapter 17, Water
Code; and
(B) to which Subchapter B does not apply.
SECTION 15. Subsection (i), Section 15.407, Subsection (f),
Section 16.343, Sections 17.923 through 17.926, and Subsection (g),

14
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Section 17.933, Water Code, are repealed.

SECTION 16. The changes in law made by this Act apply only
to an application for financial assistance pending or filed on or
after the effective date of this Act.

SECTION 17. This Act takes effect on the date on which the
constitutional amendment proposed by the 79th Legislature, Regular
Session, 2005, providing for the issuance of additional general
obligation bonds by the Texas Water Development Board in an amount
not to exceed $500 million to provide assistance to economically
distressed areas, takes effect. If that amendmenf is not approved

by the voters, this Act has no effect.

15



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

April 15, 2005

TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Luctio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), Committee Report 1st House, '
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, Committee Report 1st
House. Substituted: an impact of $0 through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 $0
2007 $0
2008 $0
2009 $0
2010 $0

All Funds, Five-Year Impact:

Probable Revenue Gain Probable Savings/(Cost)
Fiscal Year ' from from Change in Numbe_r of State
Water Infrastructure Fund ~ Water Infrastructure Fund Employees from FY 2005
No. 302 No. 302
2006 $97,359 (397,359) 2.0
2007 $7,047,952 ($7,047,952) 85
2008 $12,095,904 ($12,095,904) 17.0
2009 $16,430,465 ($16,430,464) 17.0
2010 $20,368,934 ($18,942,150) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commission on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the Water Infrastructure Fund
No. 302. The amount of fees collected could not exceed two cents per day per customer. The fee could
not be established until April 1, 2006, and proceeds could be used to pay debt service on bonds issued
for the EDAP program and for other forms of financial assistance, such as facility planning.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Water Infrastructure Fund No. 302. Debt service would cost $4.3 million in
fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in facility
planning grants would be made from proceeds of the Water Infrastructure Fund No. 302.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Since fees in the bill could not be created until April 1, 2006, this estimate assumes that the
first bonds would be issued in fiscal year 2007. Therefore, additional staff needs in fiscal year 2006
would be limited to one additional FTE and related costs to coordinate rules and program procedures.
In fiscal year 2007, an additional 6.5 FTEs would be added to process applications and coordinate
facility planning projects. In fiscal year 2008, an additional 8.5 FTEs would be added to provide
capacity development services and handle the increased workload resulting from additional projects
being started while other projects move into later stages of development. It is assumed that this
staffing level would be maintained through fiscal year 2010.

Administrative costs to the Water Development Board would be $97,359 in fiscal year 2006,
$713,392 in fiscal year 2007, and $1,426,784 in future years. Because the bill provides for such
administrative costs to be paid out of the Water Infrastructure Fund No. 302, this estimate assumes
that the retail water and sewer utility fee would be set at a rate to cover administrative as well as debt
service and facility planning costs.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be
more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
April 12,2005
TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, As Introduced: a negative
impact of ($905,859) through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
mmplement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 (8192,467)
2007 (8713,392)
2008 ($1,426,784)
2009 (81,426,784)
2010 (81,426,784)

All Funds, Five-Year Impact:

Probable Revenue Probable Savings/ Probable Savings/

Gain from (Cost) from (Cost) from Change in Number of
Fiscal Year Economically Economically GENERAL REVENUE State Emplovees from

Distressed Areas Distressed Areas FUND FY 2005

Clearance Fund Clearance Fund 1

2006 $0 $0 ($192,467) 20
2007 $6,334,560 ($6,334,560) ($713,392) 85
2008 $10,669,120 ($10,669,120) ($1,426,784) 17.0
2009 $15,003,681 ($15,003,681) ($1,426,784) 17.0
2010 $18,942,150 ($18,942,150) ($1,426,784) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commission on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the economically distressed
areas clearance fund. The amount of fees collected could not exceed two cents per day per customer.
The fee could not be established until April 1, 2006, and proceeds could be used to pay debt service on
bonds issued for the EDAP program and for other forms of financial assistance, such as facility
planning.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Economically Distressed Areas Clearance Fund. Debt service would cost $4.3
million in fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in
facility planning grants would be made from proceeds of the Economically Distressed Areas
Clearance Fund.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Because the bill does not provide for such administrative costs to be paid out of the
Economically Distressed Areas Clearance Fund, this estimate assumes these costs would be paid out
of the General Revenue Fund.

Since fees generating revenue to pay debt service costs would not be created until April 1, 2006, this
estimate assumes that the first bonds would be issued in fiscal year 2007. Therefore, additional staff
needs in fiscal year 2006 would be limited to two additional FTEs and related costs to coordinate rules
and program procedures. In fiscal year 2007, an additional 6.5 FTEs would be added to process
applications and coordinate facility planning projects. In fiscal year 2008, an additional 8.5 FTEs
would be added to provide capacity development services and handle the increased workload resulting
from additional projects being started while other projects move into later stages of development. It is
assumed that this staffing level would be maintained through fiscal year 2010.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be
more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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By: Lucio, et al. | S.B. No. 964
(Chavez)
Substitute the following for S.B. No. 964:
By: Chavez C.S.S.B. No. 9264

A BILL TO BE ENTITLED
AN ACT
relating to the authorization, adminiStratibn, and funding of the
program to provide financial assistance for the construction,

acquisition, or improvement of water supply and sewer services for

- economically distressed areas.

BE IT ENACTED BY THE LEGISLATURE OF TH.E STATE OF TEXAS:

SECTION 1. Sﬁbsection (a), Section 15.407, Water Code, is
amended to read as follows:

(a) in this section, "economically distressed area" and
"political subdivision"” have the meanings assigned by Section
17.921 [1e+341-eofthis—ecoede].

SECTION 2. Subdivisions (1) and (2), Section 16.341, Water
Code, are amended to read as follows:

(1) "Affected county" means a county[+

[4A)] that has an economically distressed area

which has a median household income that is not greater than 75

percent of the median state household income [a—per—capita—inceme

be*ée*].

79R17350 RMB-D 1
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(2) "Economically distressed area" has the meaning

assigned by Section 17.921 [means—an—axrea—in-whichs

needs+—and

located-eon—June—t+—1989—acsdetermined-by-the-boaxd] .

SECTION 3. Subsections (b) and (c), Section 16.343, Water
Code, are amended to read as follows:

(b) The model rules must:

(1) assure that adequate drinking water is available
to the residential areas in accordance with Chapter 341, Health and
Safety Code, and the Rules and Regulations for Public Water SYstems
and the Drinking Water Standards Governing Water Quality and

Reporting Requirements for Public Water Supply Systems adopted by

the commission [Fexas—Beard—ef—Healtth] and other law and rules
applicable to drinking water; and |

(2) provide criteria applicable to tracts that were
divided into two or more parts to lay out a subdivis,io.n and were not
platted or recorded before September 1, 2005 [3989].

(c) The model rules must:

(1) assure that adequate sewer 'facili"cies are

available to the residential areas through either septic tanks or

an organized sewage disposal system that is a publicly or privately
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owned system for the collection, treatment, and disposal of sewage
operated in accordance.with the terms and conditions of a valid
waste discharge permit issued by the commission or privéte sewage
facilities in accordance with Chapter 366, Health and Safety Code,
and the Construction Standards for On-Site Sewerage Facilities
adopted by the commission and other law and rules applicable to
sewage facilities; and>

(2) provide criteria applicable to tracts that were

divided into two or more parts to lay out a subdivision and were not

platted or recorded before September 1, 2005 [18893].

SECTION 4. Section 17.0112, Water Code, is amended to read
as follows:

Sec. 17.0112. AUTHORIZATION OF CERTAIN BONDS FOR FINANCIAL
ASSISTANCE. (a) The board may issue not more than $25 million in

bonds dedicated under Section 17.0111 of this code and may issue not

more than $50 million in bonds authorized under -Section 49-d4-10,

Article III, Texas Constitution, during a fiscal year to provide

financial assistance for water supply and sewer services as
provided under Subchapter K of this chapter. _

(b) On request of the board, the bond review board by
resolution may waive during any state fiscal year the limits
[Iimit] provided by Subsection (a) [eé—thés—seetiea]’and authorize
the board to issue an additional amount of bonds if the bond review
board finds that the amount of bonds authorized for that staté
fiscal year has been exhausted or there is not a sufficient amount
of bonds to meet needs of the program during the state fiscal year

and that the public health and safety require immediate
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authorization of additional bonds. Before the bond review board
adopts such a resolution, it shall give notice and hold a hearing to
determine whether the limits should be waived and the authorization
given.

SECTION 5. Section 17.921, Water Code, is amended by
amending Subdivision (1) and adding Subdivision (6) to read as
follows:

(1) "Economically distressed area" means an area in
which: |

(A) water supply or sewer services are inadequate
to meet minimal needs of residential users as defined by board
rules;

(B) financial resources are 1inadequate to
provide water supply or sewer services that will satisfy those
needs; and

(C) an established residential subdivision was
located on June 1, 2005 [#989], as determined by the board.

(6) "Economically distressed areas account" means the

economically distressed areas account in the Texas Water

Development Fund or the economically distressed areas program

account in the Texas Water Development Fund II.

SECTION 6. Subsection (b), Section 17.922, Water Code, is
amended to read as follows:

(b) To the extent practicable, the board shall use the funds
in the economically distressed areas account in conjuﬁction with
the other financial assistance availéble through the board to

encourage the use of cost-effective water supply and wastewater
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systems, including regional systems, to maximize the long-term
economic development of counties eligible for finaﬁcial assistance
under the economically distressed areas program. Any savings
derived from the construction of a regional system that includes or
serves an economically distressed area project shall be factored
into the board's determination of financial assistance for the
economically distressed area in a manner that assures the
economically distressed area receives apprépriate benefits from
the savings. In no event shall financial assistance pro&ided from
the economically distressed areas account be used to provide water

supply or wastewater service to any area that is not [defined-as] an

~economically distressed area [pursuant—te—Seection—17/+921{I}{A)—of

£hic—eede].
SECTION 7. Subsections (b), (c), and (d), Section 17.927,
Water Code, are amended to read as follows:
(b) The application and plan must include:
(1) the name of the political subdivision and its
principal officers [eemp4y4w§éh4xxu&%¥equé*eﬂeats];
(2) a citation of the law under which the political

subdivision was created and operates [dess*4be—é&4&yaai;4€he4aetheé

(3) a_project plan, prepared and certified by an

engineer registered to practice in this state, that must:

(A) describe the proposed planning, design, and

construction activities necessary to provide water supply and sewer

services that meet minimum state standards; and




-

B W N

(o I o s e 2 5

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

C.S.S.B. No. 964

(B) identify the households to which the water

supply and sewer services will be provided [desexibe—the-methodfo¥r

(4) [4netude] a budget that estimates the total cost

of providing water supply and sewer services to the economically
distressed area and a proposed schedule and method for repayment of

financial assistance consistent with board rules and guidelines;

(5) a _description of the [deseribe] existing water
supply and sewer facilities 1located in the [economiecally
dicstressed] area to be served by the proposed projecf, including a
statement [and—ineludewith-the-desexriptions

[4A-—thecounty map reguired by Section 366-036-
Healthand-Safeby-Coder—ox '
[4{B)}—a—document] prepared and certified by an

engineer registered to practice in this state that the facilities

do not meet minimum state standards [desexribing—the—plan—Ffor

distressed-areal;
(6) documentation [provide———proot] that the

appropriate political subdivision has adopted the model rules

developed under Section 16.343 [ef+this—eede];

(7) [inmelude] information identifying the median

household income for the area to be served by the proposed project
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boaxrdxule]; and
(8) the total amount of assistance requested from the

economically distressed areas account [inelude-an—estimate—of—the
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boaxd].

(c) Before the board approves the application or provides

aﬁy funds under an application, it shall reguire an applicant to

adopt a program of water conservation for the more effective use of

water that meets the criteria established under Section 17.125 [F£

(d) Before considering an application, the board may

require the applicant to:

(1) provide documentation to the executive

administrator sufficient to allow review of the applicant's

managerial, financial, and technical capabilities to operate the

system for which assistance is being requested;

(2) provide a written determination by the commission

on the applicant's managerial, financial, and technical

capabilities to operate the system for which assistance is being
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requested;

w0 0 N U W N

(3) request that the comptroller perform a financial

management review of the applicant and, if the review is performed,

provide the board with the results of the review; or

(4) provide any other information required by the

board or the executive administrator [;a—aa—afpééeatien—%e—%he

p;evééed—ﬁe%—bhe4ﬁHaH;sup§4&Lp*eéee%4yasewe¥—se£véees+—aéé
[+H—eany-other—information-the board reguires].
SECTION 8. Section 17.929, Water Code, is amended to read as

follows:
Sec. 17.929. CONSIDERATIONS 1IN PASSING ON APPLICATION.

(a) In passing on an application for financial assistance, the

board shall consider:

(1) the need of the economically distressed area to be
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served by the water supply and sewer services in relation to the
need of other political subdivisions iequiring financial
assistance under this subchapter and the relative ¢osts and
benefits of all applications;

(2) the availability to the area to be served by the

project of revenue or financial assistance from alternative sources

for the payment of the cost of the proposed project [efforts—by—the

[+5)] the financing of the proposed water supply and

sewer project including consideration of:

(A) the budgét and repayment schedule submitted
under Section 17.927(b) (4) [e—ﬁ—th—i—s—eeéé];

(B) other items included in the aﬁplication
relating to fiﬁancing; and

(C) other financial information and data

available to the board;

(4) [46)—whether—the—applicant—has—proposed—methods

[+9-] whether the county and other appropriate

10
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political subdivisions have [kas] adopted model rules pursuant to

Section 16.343 [ef+this—ecode] and the manner of enforcement of model

rules;

(5) [4383] the feasibility of achieving cost savings
by providing a regional facility for water supply or wastewater
service and the feasibility of financing the facility by using
funds from the economically distressed areas account or any other
financial assistance.

(b) At the time an application for financial assistance is
coﬁsidered, the board élso must £ind that the area to be served by a

proposed project has a median household income that is not greater

than 75 percent of the median state household income [an—awverage-per
o chat c 3 . 25 Lol ) tate ]
for the most recent year [three—eceonseecutive—yeaxs] for which

statistics are available.

SECTION 9. Subsection (b), Section 17.930, Water Code, is

amended to read as follows:

(b) After making the considerations provided by Section
17.929 [ef—+his—eode], the board by resolution shall:

(1) approve the plan and application as submitted;

11
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(2) approve the plan and application subject to the
requirements identified by the board or commission for the
applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements,
including training under Subchapter M, the board considers
appropriate;

(3) deny the application and identify thé requirements
or remedial steps the applicant must complete before the applicant
may be reconsidered for financial assistance;

(4) if the board finds that the applicant will be
unable to obtain the managerial, financial, or technical
capabilities to build and operate a system, deny the application
and issue a determination that a service provider other than the
applicant is necessary or appropriate to undertake theiproposed
project; or | |

(5) deny the application.

SECTION 10. Subsections (a) and (c), Section 17.933, Water
Code, are amended to read as follows:

(a) The board may use money in the economically distressed
areas account to provide financial assistance to a polifical

subdivision [+e-be-xepaid] in the form of a loan, including a loan

with zero interest, grant, or other type of financial assistance to

be determined [+—manner—and-—time—provided] by the board [xules—and

taking into consideration the information provided by Section
17.927(b) (7) [ef—+this—<cede].

(c) The total amount of financial assistance provided by the

12
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board to political subdivisions under this ‘subchapter from
state-issued bonds for which repayment is not requireq may not
exceed at any time 90 percent of the total principal amount of
issued and unissued bonds authorized under Article III, Sections

[Seetion] 49-d-7 and 49-d-10, of the Texas Constitution, for

purposes of this subchapter plus outstanding interest on those
bonds.

SECTION 11. Section 17.952, Water Code, is amended to read
as follows: |

Sec. 17.952. ISSUANCE OF WATER FINANCIAL ASSISTANCE BONDS.
The board by resolution may piovide for the issuance of water
financial assistance bonds, which shall be general obligation bonds
of the state, in an aggregate principal amount not to exceed the
principal amount authorized to be issued by the [See%éa%r4@hé-87
Axticle-FEI+] Texas Constitution.

SECTION 12. Subsection (a), Section 17.993, Water Code, is
amended to read as follows:

(a) The commission or the board may evaluate whether an
operating'entity'needs training if the operating entity:

(1) requests financial assistance or an amendment to

the project4plan.or'budget [additional—funding];

(2) requests more time to meet its obligations under a

repayment schedule;

(3) does not provide required documentation; or

(4) has a history of compliance vprobiems, as
determined by the commission.

SECTION 13. Subsection (a), Section 212.0105, Local

13
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Government Code, is amended to read as follows:
(a) This section applies only to a person who:
(1) is the owner of a tract of land in [edithers
: s 1 bord
[+83+] a county in which a political subdivision

that is eligible for and has applied for [has—xeeceiwed] financial

~assistance through Subchapter X, Chapter 17, Water Code;

(2) divides the tract in a manner that createé any lots
that are intended for residential purposes and are five acres or
less; and

| (3) is required under this subchapter to have a plat
prepared for the subdivision.

SECTION 14. Section 232.071, Local Government -Code, is
amended to read as follows:

Sec. 232.071. APPLICABILITY. This subchapter applieé only
to the subdivision of land located: |

(1) outside the corporate limits of a municipality;
and

(2) 1in a county:

(A) in which is located a political subdivision

that is eligible for and has applied for financial assistance under

Section 15.407, Water Code, or Subchapter K, Chapter 17; Waﬁer
Code; and
(B) to which Subchapter B does not apply.
SECTION 15. Subsection (i), Section 15.407, Subsection (f),

Section 16.343, Sections 17.923 through 17.926, and Subsection (g),

14
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Section 17.933, Water Code, aré repealed.

SECTION 16. The changes in law made by this Act apply only
to an application for financial assistance pending or filed on or
after the effective date of this Act.

SECTION 17. This Act takes effect on the date on which the
constitutional amendment proposed by the 79th Legislature, Regular
Session, 2005, providing for the issuance of additional general
obligation bonds by the Texas Water Development Board in an amount
not to exceed $785 million to provide assistance to ecohomically
distressed areas, takes effect. If that amendment is not approved

by the voters, this Act has no effect.

15




COMMITTEE REPORT , I
The Honorable Tom Craddick (g 0 6

Speaker of the House of Representatives . _ | (date)

Sir:
We, your COMMITTEE ON BOR&ER A%NTERNATIONAL AFFAIRS

to whom was referred have had the same under consideration and beg to report

back with the recommendation that it

( ) do pass, without amendment.
( ) Mo pass, with amendment(s).
(\/ do pass and be not printed; a Complete Committee Substitute is recommended in lieu of the ongmal measure.

(V) yes ( )no Afiscal note was requested.

( ) yes (Yf no A criminal justice policy impact statement was requested.

() yes () no An equalized educational funding impact statement was requested.
( ) yes () no An actuarial analysis was requested.

() ves no A water development policy impact statement was requested.
(V{ yes ( ) no A tax equity note was requested.

( ) The Committee recommends that this meagure be sent to the Committee on Local and Consent Calendars.
For Senate Measuresi House Sponsor ( Aé

Joint Sponsots: / /

Co-Sponsors:’

The measure was reported from Committee by the following vote:
AYE NAY PNV ABSENT

Chavez, Chair \/ y.

Griggs, Vice-chair 1/

Alonzo

&

Castro

Merritt '\/

—Morsrery—

N\

Vo

A Tlna Udricz_,

CHAIR

present, not voting

_0
_L__ absent




BILL ANALYSIS

C.S.S.B. 964

By: Lucio

Border and International Affairs
Committee Report (Substituted)

BACKGROUND AND PURPOSE

The 71st Legislature, Regular Session, 1989, passed S.B. 2, the state’s first major attempt to
address the problems associated with colonias, and established the Economically Distressed
Areas Program (EDAP) to provide financial assistance in the form of grants and loans for water
and wastewater service to economically distressed areas. The Texas Water Development Board
was made the EDAP administrator and directed to develop model rules to assure water and sewer
services to residential developments and to strengthen platting requirements. To be eligible for
state financial assistance in water and wastewater projects, the counties and municipalities are
required to adopt the model rules. EDAP is financed through general obligation bonds that were
approved by constitutional amendments authorizing the board with $250 million in bonding
authority. A small amount of this bonding authority remains to address the water and wastewater
needs in currently-existing traditional EDAP communities.

The committee substitute to Senate Bill 964 continues the Economically Distressed Area
Program to prevent future substandard colonia-like developments in different parts of the state
and extends the program statewide to address traditional EDAP communities' and non-EDAP
communities' water and wastewater needs by providing the board new bonding authonty,
contingent on voter approval, of up to $785 million.

RULEMAKING AUTHORITY

Rulemaking authority is expressly granted to the Texas Commission on Environmental Quality
in SECTION 3 (Section 16.343, Water Code) and rulemaking authority previously granted to the
Texas Water Development Board is modified in SECTION 3 (Section 16.343, Water Code) of
this bill.

ANALYSIS

SECTION 1 Amends Section 15.407(a), Water Code, to redefine "economically distressed
area" and "political subdivision."

SECTION 2 Amends Section 16.341, Water Code, to redefine "affected county" and

"economically distressed area."

SECTION 3 Amends Section 16.343, Water Code, to require the model rules adopted by the
Water Development Board (Board) assure that drinking water is available to
- residential areas in accordance with certain rules and regulations adopted by the
Texas Commission on Environmental Quality (Commission), rather than the
Texas Board of Health. Requires the model rules to provide certain criteria
applicable to certain tracts specifically for both border counties and non-border
counties, rather than for all counties. Makes conforming and nonsubstantive
changes.

SECTION 4 Amends Section 17.0112, Water Code, to authorize the board to issue not more
than $50 million in bonds authorized under Section 49-d-10, Article 111, Texas
Constitution, during a fiscal year to provide financial assistance for certain water
supply and sewer services. Makes conforming and nonsubstantive changes.

SECTION S Amends - Section 17.921, Water Code, by amending the definition of
"economically distressed area" to include in the definition an established

C.S.S.B. 964 79(R)



SECTION 6

SECTION 7

SECTION 8

SECTION 9

SECTION 10

SECTION 11

residential subdivision that was located on June 1, 2005, [rather than 1989] as
determined by the Board; and, including a definition for "economically distressed
areas account” that relates to the economically distressed areas account in the
Texas Water Development Board Fund or the economically distressed areas
account in the Texas Water Development Board Fund I1.

Amends Section 17.922(b), Water Code, to make conforming changes relative to
the expansion of the program and the amended definition of economically
distressed area.

Amends Section 17.927, Water Code, to require an application and plan
[submitted by a political subdivision to the Board for financial assistance] to
include certain information, and deletes references to other required information.
Also makes nonsubstantive changes.

Requires the Board, before it approves the application or provides funds, to
require an applicant to adopt a certain water conservation program. Deletes the
reference to certain applicants including proof with the application of county or
municipality consent.

Authorizes the Board, before considering an application, to require the applicant
to provide certain information and documentation, provide a written
determination by the Commission on the applicant's capabilities to operate the
system for which assistance is being requested, and request a financial review of
the applicant. Deletes existing text relating to certain other information an
applicant must include in an application for financial assistance.

Amends Section 17.929, Water Code, setting forth a new element the board is
required to consider in passing on an application for financial assistance, and
deletes other elements the board was required to consider. Makes conforming and
nonsubstantive changes.

Requires the Board to find that the area to be served by the proposed project has a
median house hold income that is not greater than 75 percent of the median state
household income for the most recent year for which statistics are available,
rather than an average per capita income that is at least 25 percent below the state
average for the most recent three consecutive years for which statistics are
available.

Amends Section 17.930(b), Water Code, to require the Board by resolution,
among other options, to approve the plan and application subject to certain
requirements identified by the Board or Commission, rather than by the
Commission, for the applicant to obtain the managerial, financial, and technical
capabilities to operate the system and any other requirements, including training
under Subchapter M, Water Code, the Board considers appropriate. Makes a
nonsubstantive change.

Amends Sections 17.933, Water Code, to authorize the Board to use money in the
economically distressed areas account to provide financial assistance to a political
subdivision in the form of a loan, grant, or other type of financial assistance to be
determined by the board, rather than to a political subdivision to be repaid in the
form, manner, and time provided by Board rules and the agreement between the
Board and political subdivision. Makes a nonsubstantive change.

Provides that the total amount of financial assistance from state-issued bonds for
which repayment is not required may not exceed 90 percent of the total principal
amount of issued and unissued bonds authorized under Article III, Sections 49-d-7
and 49-d-10, rather than Section 49-d-7, of the Texas Constitution.

Amends Section 17.952, Water Code, to delete the reference to a specific portion
of the Texas Constitution and make a general reference to the Constitution.

C.S.S.B. 964 79(R)
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SECTION 12 Amends Section 17.993(a), Water Code, to authorize the Commission or the
Board to evaluate whether an operating entity needs training if the operating

entity requests financial assistance or an amendment to the project plan or budget,
rather than additional funding.

SECTION 13 Amends Section 212.0105, Local Government Code, to make conforming
changes relative to the expansion of the program.

SECTION 14 Amends Section 232.071, Local Government Code, to provide that Subchapter C
(County Planning Commission), Chapter 232, Local Government Code, applies to
the subdivision of land located in a county in which is located a political
subdivision that is eligible for or has applied for financial assistance under Section
15.407, Water Code, or Subchapter K (Assistance to Economically Distressed
Areas for Water Supply and Sewer Service Projects), Chapter 17, Water Code,
and to which Subchapter B (Subdivision Platting Requirements In County Near
International Border) Chapter 232, Local Government Code, does not apply rather
than in a county eligible for financial assistance under those provisions in the
Water Code.

SECTION 15 Repeals the follow Sections of the Water Code:
15.407(i) (relating to continued eligibility for funds after a county has an
increase in per capita income or a decrease in unemployment);
16.343(f) (providing that only an affected county may adopt the model

rules);

17.923 (County Eligibility for Financial Assistance);

17.924 (Municipality Eligible for Financial Assistance);

17.925 (Districts and Nonprofit Water Supply Corporations Eligible for
Financial Assistance);

17.926 (Applicants' Continued Eligibility); and,

17.933(g) (relating to the cap on the amount of financial assistance for which
repayment is not required).

SECTION 16 Makes application of this Act prospective to applications for financial assistance
pending or filed on or after the effective date of this Act.

SECTION 17 This Act takes effect upon approval by the voters of the constitutional amendment
proposed by the 79th Legislature, Regular Session, 2005, providing for the
issuance of additional general obligation bonds by the Texas Water Development
Board in an amount not to exceed $785 million to provide assistance to
economically distressed areas. If that amendment is not approved by the voters,
then this Act has no effect.

EFFECTIVE DATE

Upon approval by the voters of the constitutional amendment proposed for November 8, 2005.
If that amendment is not approved by the voters, then this Act has no effect.

COMPARISON OF ORIGINAL TO SUBSTITUTE
The substitute increases the bonding authority of the Water Development Board to $785 million

to provide assistance to economically distressed areas. The amount in the engrossed version of
the bill was $500 million.

C.S.S.B. 964 79(R)
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Testimony taken in committee (See attached w1tness hst )
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

May 19, 2005
TO: Honorable Norma Chavez, Chair, House Committee on Border and International Affairs
' FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas. ), Committee Report 2nd House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, Committee Report 2nd
House, Substituted: a negative impact of ($7,130,787) through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 (882,835)
2007 ($7,047,952)
2008 ($11,942,040)
2009 ($16,276,601)
2010 ($20,215,070)
All Funds, Five-Year Impact:
Probable Savings/(Cost) from . .

Fiscal Year GENERAL RE fEA(ILE oD Change in Number of State Employees
2006 (882,835) 1.0
2007 ($7,047,952) 85
2008 : (811,942,040) 17.0
2009 (816,276,601) 17.0
2010 ($20,215,070) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the

(o
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issuance of $785 million in additional general obligation bonds for EDAP assistance.
Methodology

This estimate assumes that if the constitutional amendment would pass, $50 million in EDAP general
obligation bonds would be issued each fiscal year from 2007 thru 2021. Debt service on these bonds
would cost $4.3 million in fiscal year 2007, rising to $16.9 million by fiscal year 2010. An

additional $2 million in facility planning grants would be made each year. All costs would be paid
from the General Revenue Fund.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Since fees in the bill could not be created until April 1, 2006, this estimate assumes that the
first bonds would be issued in fiscal year 2007. Therefore, additional staff needs in fiscal year 2006
would be limited to one additional FTE and related costs to coordinate rules and program procedures.
In fiscal year 2007, an additional 7.5 FTEs would be added to process applications and coordinate
facility planning projects. In fiscal year 2008, an additional 8.5 FTEs would be added to provide

- capacity development services and handle the increased workload resulting from additional projects
being started while other projects move into later stages of development. It is assumed that this
staffing level would be maintained through fiscal year 2010.

Administrative costs to the Water Development Board would total $82,835 in fiscal year 2006,
$713,392 in fiscal year 2007, and $1,272,920 in future years. This estimate assumes that all such costs
would also be paid out of the General Revenue Fund.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
annual funding for EDAP projects upon passage of the bill. There could be some costs to local
governments and demonstrate sufficient managerial, financial, and technical assistance to operate the
system for which the entity would be applying to the Water Development Board for funding. Any cost
would be more than offset by assistance received from the EDAP program. However, an applicant not
awarded a grant would be required to absorb such costs.

Source Agencies: 582 Commission on Environmental Quality, 580 Water Development Board
- LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
May 15, 2005
TO: Honorable Norma Chavez, Chair, House Committee on Border and International Affairs
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), As Engrossed

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, As Engrossed: a negative
impact of ($7,130,787) through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
_ Funds
2006 ($82,835)
2007 ($7,047,952)
2008 (8$11,942,040)
2009 {$16,276,601)
2010 ' ($20,215,070)
All Funds, Five-Year Impact:
Probable Savings/(Cost) from .

Fiscal Year GENERAL RE ;}EI{’UE ronD Change in Numbet of State Employees
2006 ($82,835) 1.0
2007 ($7,047,952) 85
2008 ($11,942,040) 17.0
2009 ($16,276,601) 17.0
2010 ($20,215,070) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

Enactment of the bill would be contingent upon voter approval of a constitutional

amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

o
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Methodology

This estimate assumes that if the constitutional amendment would pass, $50 million in EDAP general
obligation bonds would be issued each fiscal year from 2007 thru 2016. Debt service on these bonds
would cost $4.3 million in fiscal year 2007, rising to $16.9 million by fiscal year 2010. An

additional $2 million in facility planning grants would be made each year. All costs would be paid
from the General Revenue Fund.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Since fees in the bill could not be created until April 1, 2006, this estimate assumes that the
first bonds would be issued in fiscal year 2007. Therefore, additional staff needs in fiscal year 2006
would be limited to one additional FTE and related costs to coordinate rules and program procedures.
In fiscal year 2007, an additional 7.5 FTEs would be added to process applications and coordinate
facility planning projects. In fiscal year 2008, an additional 8.5 FTEs would be added to provide
capacity development services and handle the increased workload resulting from additional projects
being started while other projects move into later stages of development. It is assumed that this
staffing level would be maintained through fiscal year 2010.

Administrative costs to the Water Development Board would total $82,835 in fiscal year 2006,
$713,392 in fiscal year 2007, and $1,272,920 in future years. This estimate assumes that all such costs
would also be paid out of the General Revenue Fund.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
annual funding for EDAP projects upon passage of the bill. There could be some costs to local
governments and demonstrate sufficient managerial, financial, and technical assistance to operate the
system for which the entity would be applying to the Water Development Board for funding. Any cost
would be more than offset by assistance received from the EDAP program. However, an applicant not
awarded a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION

April 15, 2005
TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), Committee Report 1st House,
Substituted

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, Committee Report 1st
House, Substituted: an impact of $0 through the biennium ending August 31, 2007.

The bill would make no appropriation but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 $0
2007 $0
2008 $0
2009 $0
2010 $0

All Funds, Five-Year Impact:

* Probable Revenue Gain Probable Savings/(Cost)
Fiscal Year from from Change in Number of State
Water Infrastructure Fund ~ Water Infrastructure Fund Employees from FY 2005
No. 302 No. 302
2006 $97,359 (3$97,359) 2.0
2007 $7,047,952 ($7,047,952) 8.5
2008 $12,095,904 ($12,095,904) 17.0
2009 $16,430,465 ($16,430,464) 17.0
2010 $20,368,934 ($18,942,150) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model! subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commissibn on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the Water Infrastructure Fund
No. 302. The amount of fees collected could not exceed two cents per day per customer. The fee could
not be established until April 1, 2006, and proceeds could be used to pay debt service on bonds issued
for the EDAP program and for other forms of financial assistance, such as facility planning.

Enactment of the bill would be contingent upon voter approval of a constitutional
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

-Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Water Infrastructure Fund No. 302. Debt service would cost $4.3 million in
fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in facility
planning grants would be made from proceeds of the Water Infrastructure Fund No. 302.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Since fees in the bill could not be created until April 1, 2006, this estimate assumes that the
first bonds would be issued in fiscal year 2007. Therefore, additional staff needs in fiscal year 2006
would be limited to one additional FTE and related costs to coordinate rules and program procedures.
In fiscal year 2007, an additional 6.5 FTEs would be added to process applications and coordinate
facility planning projects. In fiscal year 2008, an additional 8.5 FTEs would be added to provide
capacity development services and handle the increased workload resulting from additional projects
being started while other projects move into later stages of development. It is assumed that this
staffing level would be maintained through fiscal year 2010.

Administrative costs to the Water Development Board would be $97,359 in fiscal year 2006,
$713,392 in fiscal year 2007, and $1,426,784 in future years. Because the bill provides for such
administrative costs to be paid out of the Water Infrastructure Fund No. 302, this estimate assumes
that the retail water and sewer utility fee would be set at a rate to cover administrative as well as debt
service and facility planning costs.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be

more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NdTE, 79TH LEGISLATIVE REGULAR SESSION
April 12, 2005
TO: Honorable Eddie Lucio, Jr., Chair, Senate Committee on International Relations & Trade
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), As Introduced

Estimated Two-year Net Impact to General Revenue Related Funds for SB964, As Introduced: a negative
impact of ($905,859) through the biennium ending August 31, 2007.

The bill would make no appropriaﬁon but could provide the legal basis for an appropriation of funds to
implement the provisions of the bill.

General Revenue-Related Funds, Five-Year Impact:

Probable Net Positive/(Negative)
Fiscal Year Impact to General Revenue Related
Funds
2006 (8$192,467)
2007 (8$713,392)
2008 ($1,426,784)
2009 ($1,426,784)
2010 ($1,426,784)

All Funds, Five-Year Impact:

Probable Revenue Probable Savings/ Probable Savings/

Gain from (Cost) from (Cost) from Change in Number of
Fiscal Year Economically Economically GENERAL REVENUE State Employees from

Distressed Areas Distressed Areas FUND FY 2005

Clearance Fund Clearance Fund 1

2006 $0 $0 ($192,467) 20
2007 $6,334,560 (86,334,560) (§713,392) 85
2008 $10,669,120 ($10,669,120) ($1,426,784) 17.0
2009 . 815,003,681 ($15,003,681) ($1,426,784) 17.0
2010 $18,942,150 ($18,942,150) ($1,426,784) 17.0

Fiscal Analysis

The bill would modify current eligibility requirements for communities to qualify for funding under
the Economically Distressed Areas Program (EDAP) operated by the Water Development Board,
removing requirements linking eligibility to average per capita income, unemployment levels, and
proximity to the international border and replacing them with a requirement based on median income.
For a community to receive EDAP assistance, the county in which that community is located would
have to have adopted the model subdivision rules in Water Code, § 16.343.

The bill would provide for the Texas Commission on Environmental Quality (TCEQ) to establish a fee
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to be collected by retail public utilities to be deposited to the credit of the economically distressed
areas clearance fund. The amount of fees collected could not exceed two cents per day per customer.
The fee could not be established until April 1, 2006, and proceeds could be used to pay debt service on
bonds issued for the EDAP program and for other forms of financial assistance, such as facility
planning. ‘

Enactment of the bill would be contingent upon voter approval of a constitutional |
amendment proposed by the Seventy-ninth Legislature, Regular Session, 2005, providing for the
issuance of $500 million in additional general obligation bonds for EDAP assistance.

Methodology

This estimate assumes that $50 million in EDAP general obligation bonds would be issued each fiscal
year from 2007 thru 2016. It is assumed that the fee set by TCEQ and collected by retail public
utilities would be set at a rate to cover the cost of debt service and facility planning costs each year
and be paid out of the Economically Distressed Areas Clearance Fund. Debt service would cost $4.3
million in fiscal year 2007, rising to $16.9 million by fiscal year 2010. An additional $2 million in
facility planning grants would be made from proceeds of the Economically Distressed Areas
Clearance Fund.

Because of the increase in activity in the EDAP program (an anticipated increase of 10 to 15 EDAP
applications annually), the Water Development Board would require additional FTEs for program
operations. Because the bill does not provide for such administrative costs to be paid out of the

Economically Distressed Areas Clearance Fund, this estimate assumes these costs would be paid out
of the General Revenue Fund.

Since fees generating revenue to pay debt service costs would not be created until April 1, 2006, this
estimate assumes that the first bonds would be issued in fiscal year 2007. Therefore, additional staff
needs in fiscal year 2006 would be limited to two additional FTEs and related costs to coordinate rules
and program procedures. In fiscal year 2007, an additional 6.5 FTEs would be added to process
applications and coordinate facility planning projects. In fiscal year 2008, an additional 8.5 FTEs
would be added to provide capacity development services and handle the increased workload resulting
from additional projects being started while other projects move into later stages of development. It is
assumed that this staffing level would be maintained through fiscal year 2010.

Local Government Impact

Local governments throughout the state would be the beneficiaries of an additional $50 million in
funding for EDAP projects upon passage of the bill. There could be some costs to local governments
and demonstrate sufficient managerial, financial, and technical assistance to operate the system for
which the entity would be applying to the Water Development Board for funding. Any cost would be

more than offset by assistance received from the EDAP program. However, an applicant not awarded
a grant would be required to absorb such costs.

Source Agencies: 580 Water Development Board, 582 Commission on Environmental Quality
LBB Staff: JOB, CL, ZS, TL
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LEGISLATIVE BUDGET BOARD
Austin, Texas

TAX/FEE EQUITY NOTE

79TH LEGISLATIVE REGULAR SESSION

May 19, 2005

TO; Honorable Norma Chavez, Chair, House Committee on Border and International Affairs
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas. ), Committee Report 2nd House,
Substituted

Because the bill would not create or impact a state tax or fee, no comment from this office is required
by the rules of the House as to the general effects of the proposal on the distribution of tax and fee
burdens among individuals and businesses.

Source Agencies:
LBB Staff: JOB, WP
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LEGISLATIVE BUDGET BOARD
Austin, Texas

TAX/FEE EQUITY NOTE

79TH LEGISLATIVE REGULAR SESSION

May 13, 2005
TO: Honorable Norma Chavez, Chair, House Committee on Border and International Affairs
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: SB964 by Lucio (Relating to the authorization, administration, and funding of the program to
provide financial assistance for the construction, acquisition, or improvement of water supply
and sewer services for economically distressed areas.), As Engrossed

Because the bill would not create or impact a state tax or fee, no comment from this office is required
by the rules of the House as to the general effects of the proposal on the dlstnbutlon of tax and fee
burdens among individuals and businesses.

Source Agencies:
LBB Staff: JOB, SJS
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AN ACT:
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construction, acquisition, or improvement of water supply and sewer services for economically distressed areas.

MAR 03 2005
Filed with the Secretary of the Senate

MAR 1 4 2005 Esad and referreg to Committee on NATURAL RESQURCES

MAR I 6 Zuuy n Fo Imtt . ftati N + Tiud,
_ Repoftted favorably :

APR 18 2005 Reported adversely, with favqrable Committee Substitute; Committee Substitute read first time.

§
Ordered not printed

MAY 0 3 2005

Senate and Constitutional Rules to permit consideration suspended by:

Laid before the Senate { BY A VIVA VOCE VOTE
: LIS t

MAY 0 3 2005 Read second time, _ #&?nen de &, and ordered engrossed by:

MAY 0 3 2005 Senate and Constitutional 3 Day Rule suspended by a vote of s yeas, 5 nays.

MAY 0 3 2005 Read third time, a : ] ,and passed by: { 26 oas s nays
.1 ¥ - y A

AMEND CAPTION TO CONFORM
TO THE BODY OF THE BILL

OTHER ACTION:

/ZZJZ( 3 2005 Engrossed
"‘)/,L% “,>0S  Sent to House

v

MAY 0 4 2005
MAY © 9 2005

BRIy, Tk o i~

Received from the Senate

' #"»d -
Border and IntemationalAﬁ%.lﬁ"é '

Read first time and referred to Committee on

— Reported favorably (eummmasmsm) (as substituted) _
MAY 2 0 2003 Sent to Committee on (Calendars) (inieisthinfminming: )

Read second time (comm. subst.) (amended); passed to third reading (failed) by a (non-record vote)
(record vote of yeas, nays, present, not voting)

Constitutional rule requiring bills to be read on three several days suspended (failed to suspend)
by a vote of yeas, nays, present, not voting.

. Read third time (amended); finally passed (failed to pass) by a (non-record vote)
(record vote of ___~ yeas, nays, present, not voting)

Returned to Senate.

y

CHIEF CLERK OF THE HOUSE

Returned from House without amendment.
} . Returned from House with amendments.
| ' : .
| Concurred in House amendments by a viva voce vote yeas, nays.




-3y

Refused to concur in House amendments and requested the appointment of a Conference Committee
to adjust the differences.

Senate conferees instructed.

Senate conferees appointed: x , Chairman;

, ,and

House granted Senate request. House conferees appointed: , Chairman;

K k4

Conference Committee Report read and filed with the Secretary of the Senate.

Conference Committee Report adopted on the part of the House by:

a viva voce vote

yeas, nays

Conference Committee Report adopted on the part of the Senate by:

a viva voce vote

ye€as, nays

OTHER ACTION:

Recommitted to Conference Committee
Conferees discharged.

Conference Committee Report failed of adoption by:

a viva voce vote

yeas, nays




